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QUESTIONNAIRE. 

I. — ^AOTilOULTUBAIi CREDIT AND CREDIT FACILITIES. 

Part A. — Agricultural borrowing for purposes of production. 

1. (a) From what classes of lenders does the agrJcnlturist in your 

area or district borrow (e.g., Government, co-operative societies, village 
moneylenders, etc.)? 

(b) For what purposses does he borrow, e.g . — 

(i) repayment of earlier debts, 

(ii) payment of accumulated interest, 

(iii) marriage and other social functions, 

(iv) famine and other kinds of distress, 

(v) payment of land revenue or rent, 

(vi) seed, 

(vii) manure, 

(viii) expenses of cultivation, e.g., wages of labourers, 

Ux) agricultural implements, 

(x) litigation, 

(xi) purchase of plough or other cattle. 

(xii) sinking of wells, 

(xiii) building of tanks, 

(xiv) other agricultural improvements, and 
txv) subsistence? 

(c) Please indicate roughly — 

(i) in what proportion the debt is distributed among the 

above purposes, aud 

(ii) in what proportion the debt is divided between the 

various classes of lending agencies mentioned in 
(a) above? 

(d) (i) How much of the total debt is incurred in cash and grain 
respectively? 

(ii) How much of it is incurred for a long or short period respect- 
ively? (N.B. — A. short period is six months or less.) 
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2. (a) What rates of interest are charged in your area or district— 

(i) for cash advances, 

(ii) for loans in kind for seed, 

(hi) for other loans in kind? 

(b) What are the methods of calculating the rates of interest? 

(c) Are the rates of interest in your opinion exorbitant? 

(d) Do you know of any other charges incidental to the grant or 
repayment of loans? 

3. (a) What kind of security is usually given and accepted in the 
case of borrowing for agricultural purposes, e.g., land mortgage, standing 
crops, house property, ornaments, agricultural implements? 

(b) Is it correct to say that the better the title to land the greater 
the amount of indebtedness, i.c., that the landlord is relatively more 
indebted than the occupancy tenant and the occupancy tenant than the 
tenant-at-will? 

(c) What is the comparative extent of the indebtedness of the various 
classes of landlords and tenants? 

(d) Is the amount of debt secured on land mortgage increasing or 
decreasing? How does it compare with unsecured debt or debt other- 
wise secured? 

4. (a) What are the usual methods in your area or district of en- 
forcing payment of debt from agriculturists? 

(b) Is there any difference between the rate at which the cultivator 
borrows grain or repays it and the prevailing rate (nirakh) for that grain 
in the village or market at the time of borrowing or repaying respectively? 
Is there any means by which the cultivator can ascertain what the pre- 
vailing rate in the market is from time to time? 

5. (a) Does the cultivator take full advantage of the facilities pro- 
vided by the Agriculturists Loans Act and the Land Improvement Act, 
i.e., does he freely borrow taqavi (i) for seed, cattle or agricultural imple- 
ments, and (ii) for building tanks or wells? 

(b) If he does not, what is the reason? 

(c) To what extent does the cultivator borrow more taqam in abnor- 
mal than in ordinary years? 

(d) Are there any defects in the present taqavi system? 

(e) If there are, what improvements can you suggest? 

Note. — ^In answering question 5 please distinguish between the Agriculturists Loana 
Act and the Land Improvement Act. 

6. Do you know of any instances where cultivators combine together 
to produce particular crops? If not, do you regard such a combination 
as cither possible or desirable? 
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7. Are there any defects in the present system of agriculiuraJ 
borrowing? If so, what are they and to what causes do you attribute 
them? Can you suggest any remedies? 


Part B. — Agricultural borrowing for purposes of marketing, 

1. (a) In what ways are the principal crops of your area or district 
brought to market? 

(b) Do the methods of marketing vary according as the crop is one 
mainly used for domestic consumption, or one mainly sold in the market? 

2. (a) From what classes of lenders is money obtained to finance 
the marketing of crops, e.g., banks, grain merchants, exporting firms 
On what terms do these various classes lend? 

(b) If there is a co-operative society in your area or district, doee 
it ever assist in the marketing of crops either by lending money or other- 
wise? If it does not, do you think that it should? 

3. (a) What charges does the cultivator ordinarily pay in the case 
of marketing his crop to — 

(i) the local moneylender (bania), 

(ii) the commission agent (arhatia), 

(iii) the broker (dalal), 

(iv) the wholesale grain merchant {bcopari)? 

(b) Do these charges vary with different crops, e.g,, wheat, cotton 
or sugarcane ? 

(c) Are there any other incidental charges? 

4. (a) In what manner does the cultivator in your area or district 
store his grain? Can you make any suggestions for improving storage? 

(6) In what manner is grain stored in the markets with which you 
are acquainted? Are there any defects in the system, and, if so, can you 
suggest any improvements? 

5. How far is grain stored in the markets used as security for 
obtaining credit, he., grain stored in khattis^ kothas, bank godowns, etc.? 

6. (a) Please see the note appended* on the system of licensed 
warehouses in the United States of America. Do you think that such a 
system coidd be worked in India? 

(b) If so, would there be need of Government assistance in the 
matter? 

7. Do you know of any instances where cultivators combine together 
to market particular crops? If not, do you regard such a combination 
as either possible or desirable? 


♦See Anuexiirc I. 
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8. is rite system of weighment satisfactory in the markets with 
wh’ch you are acquainted? If not, can you suggest any remedies*' 

9. (a) Are exporting firms and companies ever guilty of speculative 
dealings in agricultural produce? I'o what extent are they able to control 
prices of such produce? 

(b) Is the cultivator's profit seriously affected by such dealings and 
such control? 

(c) If it is, can you suggest any measures for his protection ? 


Pabt C . — Extent and nature of agricultural indebtedness. 

1. (a) Do you know of any estimate of the existing indebtedness of 
the agricultural classes for either any particular village, any particular 
estate, any particular district, or the whole province? 

(b) If you do not know of any such estimate, in what manner would 
you frame one? 

(c) In such an estimate would it be {wssible to distinguish between — 
(i) the amount of debt secured on land mortgages of various kinds 

(a) registered, (b) unregistered, 

(ii) the amount of debt incurred against any other assets such as 
houses, ornaments, agricultural implements, crops, or 
against the assets generally? 

id) If you can, please frame such an estimate for any village, estate 
or district with which you are acquainted, or for the province as a whole. 

2. (a) Who are the principal creditors of the agriculturists, i.e., 
Government, banks, co-operative societies, indigenous bankers, pro- 
fessional moneylenders and grain dealers? 

(i>) To what extent does the richer agriculturist lend to the poorer? 

(<?) Can you estimate the amount of debt due to each class of 
creditor? 

3. (fl) Do you think that as the result of the enforced payment of 
debt land and the rights in land are passing in any marked degree from 
the possession of people who are efidcient farmers into the hands of credi- 
tors who are not themselves efficient farmers? 

(b) If this process is going on, does it cause the cultivator to produce 
Jess, or less efficiently? 

3-A. Do you think that the operation of the Bundelkhand Land 
Alienation Act in the United Provinces has resulted in — 

(o) any undue restriction of an agriculturist’s credit, and 

(b) the replacement of an ordinary bania by an agriculturist 
moneylender? 
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(For landlords only.) 

4. Can you give an estimate of tlie iii(3el)te(iness of the landowning 
classes in your area or district? 

5. (a) Are there any special causes for the indebtedness of these 
classes? If so, what are they? 

(b) Can you give an estimate of the amount of indebtedness due to 
different causes? 

6. Do tlie landowning classes have to [)ay special charges or rates 
of interest in respect of their borrowings? 


Paet D,— Credit facilities in respect of agricultural production and 

marketing. 

1. (a) What are the parts respectively played in providing agricul- 
tural credit in respect of crop production by Government, the Imperial 
Bank of India, the joint-stock banks, the co-operative banks, indigenous 
bankers, professional moneylenders, grain merchants and such organi- 
sations as companies trading in fertilizers, aj^ricultural implements, etc.? 

(6) Are the existing credit facilities adequate or not? If not, can 
you make any suggestions for increasing them? 

(c) Are there any defects in the existing system of agricultural 
credit? If so, what is the cause of them? Can you suggest any reme- 
dies? 

2. (a) What are the various parts played by the credit agencies 
mentioned above in respect of the marketing of crops? 

(b) Are the existing credit facilities adequate or not? If not, can 
you make any suggestions for increasing them? 

(c) Are there any defects in the existing system of agricultural credit? 
If so, what is the cause of them? Can you suggest any remedies? 

Note. — I n answering question 2 please distinijuish between the following stages 
in the financing of Indian trade : — 

(a) Export trade — (i) from the village 1o the mandi^ 

(ii) from the mandi to the distributing centres in the province, 
such as Cawnpore, 

(iii) from the distributing centres to the exporting ports. 

(h) Import trade — (i) from the importing ports to the distributing centres in the 
province, such as Cawnpore, 

(ii) from the distributing centres to the consumer. 

3. (a) Is there any co-ordination among the various credit agenciest 
and. if so, to what extent? 

(b) Is there scope for improvement in this direction? 

4. Is there any difference in the matter of credit facilities between 
internal and overseas trade? 
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5, (a) Is it ^x)s^ible to form an estimate of the total amount of 

capital required for agricultural finance generally in respect of your dis- 
trict or the whole province? 

(b) If so, on what basis would you calculate such an estimate? 

(c) If possible, give an estimate for your district or the province as a 
whole. 


Part K. — Land mortgage banlcs. 

1. To what extent are loans obtainable for long periods in your 
area or district by — 

(a) landlords, 

(b) tenants of various kinds? 

2. (a) On what security are such long-period advances available? 

(6) What are the special difiiculties of long-period borrowers? 

8. Does non-transferability in the case of tenants (other than fixed- 
irate tenants) act as an impediment to long-term credit and increase the 
>rate of interest in your area? 

4. (a) Does the occupancy right serve as an adequate security for 
long-term credit? 

(b) Do you suggest any modifications of the law with the object of 
increasing the value of such security for long-term advances? 

5. Please read the enclosed note"^ on land mortgage banks. Do 
you think that the establishment of such a bank or banks w’ould solve 
the problem of long-term advances in this province ? 

6. If you approve of the institution of such a bank or banks, can 
you suggest the lines on which they should be organised, particularly with 
regard to the following ; — 

(a) Should there be only one land mortgage bank to provide long- 
term credit alike for farmers, small landowners and big 
landowners (including zamindars and taluqdfirs); or should 
there be two, one confining its business to farmers and small 
landowners, and the other to the big landowners? 

<6) If you suggest two banks, should there be any connexion, work- 
ing arrangement or other method of co-operation between 
the two? 

(c) (i) Should the land mortgage banks have share capital of their 

own, or should there be a Government guarantee in lieu 
thereof? What should be the amount of such capital or 
guarantee? 


*Sec Annexnre IT. 
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<ii) To whom should the share capital be available for subs- 
cription? 

(iii) In case the share capital is not taken up by the public, 
should the Government undertake the obligation of sub- 
scribing the balance? 

id) What suggestions have you to ofPer in connexion with the 

management of such a bank, its directorate, the rights and 
votes of shareholders, etc.? 

ie) What should be the maximum period of the loans advanced 

by a land mortgage bank and the margin between the 
amount of loans and tlie value of mortgage? 

ip In what manner should land mortgage banks obtain working 
capital, e.g,, from (i) deposits, (ii) debentures, (iii) a central 
institution, or (iv) all of these? 

ig) (i) Should debentures canj' a Government guarantee, either 
for principal, or interest, or both? 

(ii) If debentures are not taken up by the public within a 
certain time, should the Government take up the balance? 

(iii) Should the debentures rank as trustee securities? 

</i) If the Government are to undertake any financial obligations, 
how should it be safeguarded against loss? 

ii) Do you suggest any changes of the existing law, or special 
arrangements, in favour of land mortgage banks, e,g ., — 

(i) issue of certificates of encumbrances by the registration 

ojffice, either free, or at a nominal charge, 

(ii) abolition or reduction of stamp duty, registration charges 

and court-fees, 

(iii) notification of proposed mortgages, with a view to avoid 

disputes and counter-claims bv parties other than the 

clients of the bank. 

(iv) simplification of the process of foreclosure and sale in the 

event of non-payment, 

(v) power to manage defaulting estates. 

ip Should provincial land mortgage banks be co-ordinated under 
an all-India central institution, and, if so, what should be 
the constitution of such an institution? 

7. (a) Since the value of land would be of special importance to a 

land mortgage bank, what method would you regard as suitable for cal- 
culating the value of land? 
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(b) In your district does the value of land per acre differ according to 
the crops grown on it? If not, on what basis is the value of different 
kinds of land calculated? 

(c) What are the factors affecting such value? 

id) Is there any difference between the prices of land — 

(i) obtained in sale by Government auction for non-payment 
of revenue, 

(li) obtained by sale on a court decree, 

(hi) obtained by private negotiation? 

If so, what is the cause of the difference? 

(e) What is the proportion of the annual net yield of average quality 
land to its market value under normal conditions? 


Part ¥. — Go-operation, 

1. (a) What relations exist between the co-operative banks and 
other banks in the country, namely, the Imperial Bank of India, the 
joint-stock banks and the indigenous banks? 

(6) Is there any competition in your district or province between 
the co-operative banks and the joint-stock banks? If so, what is its 
nature and extent? 

2. Have co-operative societies any special difficulties in raising 
either short or long-term capital ? 

3. Is the amount of capital available for financing the co-operative 
movement in your district or province sufficient or not? 

If it is not, can you estimate the additional amount of capital 
required, and suggest methods of raising it? 

4. (a) Is it possible to stimulate the growth of the co-operative 
movement by financial concessions, such as the exemption from income- 
ta^: of genuine co-operative societies, or the inclusion of the debentures 
of provincial co-operative banks in the list of trustee securities? 

{h) If such action is possible, do you regard it as desirable? 

5. Would the establishment of the provincial co-operative bank 
stimulate the co-operative movement in this province? 


Part G . — Small industries allied to agriculture, 

1. Are there in your Trea or district any small subsidiary industries 
allied or supplemental to agriculture, e,g,, dairy farming, gur-mBking, 
cotton ginning, sericulture, tanning, sugar refining, hand-spinning, 
poultry farming, growth and manufacture of tobacco, vegetable, fniit^ 
or flower growing, etc.? 
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2. What is the condition oi rfuch industries in your area or district? 
Can you suggest any means of improving them or enabling the producer 
to get a better return for his produce ? 

3. (a) Can you suggest any industrial or other enterprises which 
may give employment to a farmer during the off-season when he is not 
fully occupied in agriculture? 

(b) Can you suggest any means of securing working capital for such 
enterprises ? 


Part H. — Small urban industries. 

1. (a) How are the cottage or art industries of your area financed? 

(6) How do the artisans get their supply of raw materials and 
implements ? 

(c) How are their wares disposed of? 

(d) What part is played by middlemen and large dealers in these 
industries and trades? 

2. (a) In what industries are karkhanas^ where workers are em- 
j)loyed under master artisans, to be found? 

(6) What is the relation between (i) the karkhanadars , the middle- 
men of the trade and the consumers; (ii) the karkhanadars and the 
workers and api^rentices? 

(c) Is there a tendency in these industries for the artisans to drift 
from their homes to small workshops, or vice versd? 

3. (a) Are you aware of any instances of sweated labour, especially 
amongst men or women? 

If so, can you give any specific instances? 

(b) How would you organise home-workers io protect them against 
exploitation ? 

4. Are you acquainted with the working of any co-operative arti- 
sans’ societies? 

Would co-operative organisation remedy sweating and exploitation, 
or can you suggest any other suitable method of financing small industries 
in such a way as to give the workman a fair return for his labom ? 

5. (a) Would an industrial bank be a suitable method of improving 
the present system of financing small industries? If so, should it be a 
co-operative or a joint-stock bank? 

(b) Should such a bank issue loans only to artisan societies or to 
individual artisans or firms? 

6. Do you think that sales associations, diSpdts or emporia can be of 
effective assistance in advertising and marketing art wares? 

If so, how and by whom should they be organisc'd. financed and 
managed? 
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• Aii'i J. — litter tial remittance and negotiable instruments. 

1. (a) What are the facilities available to the public, including 
banks and bankers, for internal remittance, i.6., for obtaining cash when 
Bnd where it is wanted? 

(6) Are there any defects in the present system? If so, have yon 
•any suggestiqns for improving it? 

2. What part is played by ne^jotiable instruments in the internal 
trade of the province? 

3. To what extent do supply bills facilitate internal remittance? 
Can you suggest any modification in the rules governing the issue of 
supply bills with a view to increasing their utility? 

4. Is there any means possible of extending the use of bills of 
exchange, s.g.^ by a reduction of duty? 

5. Would you approve of the extension, (dieapening and improve- 
ment of Post Office agency for handling internal remittances, e.g., col- 
lection of bills and cheques, issue of travellers’ letters of credit, reduction 
in money-order charges, etc.? 

6. (a) What different classes of hnndis are current in your district 
or province? What are the peculiarities of each? Please give examples 
of wording. 

(6) Have you any suggestions for the better f)rot('ofcion or bene- 
fit of persons handling hnndis. either In amendment of the Negotiable 
Instruments Act or otherwise? 

(c) Are hundis in your trade centre or district held by middle- 
men, merchants or commission agents, or do they pass freely from hand 
to hand? 

(d) Are the hundis of your district or trade centre discounted 
only in that district or centre, or are they ever sent elsewhen', to be dis- 
counted or r('discounted ? 

7. (a) Is it possible to borrow money during the process of mar- 
keting on the security of any kind of instrument of ownership, for in- 
stance railway receipts, invoices, etc., and what are those instruments? 

(6) Is any difficulty experienced in using such instruments in 
this manner? If so, can you suggest any method of removing those 
difficulties? 


II. — ^Indigenous Banking. 

[Note 1. — By indigenous banking is meant all banks and bankers 
other than the Imperial Bank of India, the exchange banks, joint-stock 
banks and co-operative banks. It includes any individual or private 
firm receiving deposits, dealing in hundis or lending money. 

Note 2. — In answering these questions please avoid mention of any 
name. If it is desired to give information relating to a particular firm, 
be careful to refer to it by some vague description, such as Messrs. AB.] 
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A. — Organisation of indigenous banking. 

1. («) Please see the definition of indigenous banking given in the 
note at the head of this part of the questionnaire. How many classes 
of “indigenous bankers” are to be found in your district or province? 

(6) What kind of business does each class transact, and on what 
system does it work? 

(c) Do “indigenous bankers” combine other business with their 
own?' If so, which is their principal and which their subsidiary 
business? 

2. What part is played by the various classes of indigenous banker.) 
in your district or province in financing — 

(i) agriculture, 

(ii) trade, 

(iii) industry? 

What are their various methods? 

3. (a) Is it possible to arrive at an estimate of the resouices of the 
indigenous bankers in your district or province? 

(6) Can you give any information regarding — 

(i) the capital of each class of indigenous bankers in your district, 

(ii) the volume of their business, 

(iii) their expenses? 

[Note. — Where indigenous bankers combine banking with other busi- 
ness, please differentiate between the two.] 

(c) Can you give an idea of the average net return of each class 
of indigenous bankers on their capital after making allowance for legal 
expenses, expenses of management, losses through bad debts, foreclosure, 
etc.? 

4. Are there any financial houses in tlie province dealing solely in 
the provision of credit facilities by purchase and sale of hundis and other 
bills of exchange, similar to the Chettis of Madras and Rangoon, the 
Multani and Marwari shroffs of the ijresidency towns, or the bill-broking 
houses of Europe? If not, can you assign any cause for their absence? 

6. What methods are pursued by indigenous bankers in keeping 
accounts? If possible, please give examples. 

B. — Raising of funds by indigenous bankers. 

1. (a) What are the various forms of hundis and other credit in- 

struments used by the indigenous bankers in your district or area? To 
what extent is each used? 

(b) Give samples of hundis, promissory notes, deposit receipts, 
mrkhat, etc., used by the indigenous bankers in your locality. 
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2. (a) What are the means by which the indigenous bankers pro- 
vide themselves with funds to meet the demands upon them? 

(6) To what extent and in what form do they obtain assistance- 
from the Imperial fiank of India and the joint-stock banks when they 
are in need of funds? 

(c) Are there and defects in the present system, and, if so, ean 
you suggest any imj)rovement ? 

3. (a) On wliat terms do indigenous ))ankers receive deposits of 
various kinds? 

(6) What rates of interest do they allow on these deposits? Do 
these rates vary at different seasons ? 

C. — Advances by indigenous bankers. 

1. (a) What are the various methods in whicli the indigenous 
bankers grant loans and allow cash credits? 

(b) What are the terms and nature of these loans and cash credits? 

(c) What type of security is accepted to cover them? 

id) What rate of interest is generally charged on each class of loan 
and cash credit ? 

2. (a) What rates of interest and other incidental charges has the 
agriculturist to pay to the indigenous banker in your locality — 

(i) in money, 

(ii) in kind? 

(b) Is it possible to im))rove the organisation of banking in such 
a way as to reduce the present rates of interest? 

(c) Would such reduction benefit the agricultural community,, 
or would the benefit be intercepted by the village moneylenders? 

3. What facilities have the clients of baiikers in inspecting their 
accounts with them? 

D. — Exchange and money market. 

] . (a) Is tliere any local exchange and money market in your 

district ? 

(b) If so, where is it, and how does it work? 

(c) How is it linked with such important money markets as Cawn- 
pore, Calcutta, Bombay and Delhi? 

2. What is the part played by brokers (dalals) in the exchange and 
money markets? How are they remunerated? 

3. (a) At what rates are hundis j)nrchased and sold — 

(i) for internal remittance, 

(ii) to obtain credit? 
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(6) Are there seasonal variations in these rates? If so, what are the 
<;auses of these variations? 

(c) How docs the lmi)erial Bank of India rate afFtct the bazar 
rate and vice versa? 

4. Is your local market influenced by an organisation such as tlie 
Panchayat Sarafa of Delhi or the Shroffs* Association of Bombay? 

6. Is the trade of the markets in your area governed or affected by 
local usages? If so, what are they? 

A *. — Defects of indigenous banking. 

1. What is the state of public opinion regarding each class of 
indigenous bankers in your locality? 

2. Do indigenous bankers experience any legal or otlier difficulties 
in carrying on their business? 

3. Are the indigenous bankers sufficiently protected in law, or do 
they require any additional safeguards or privileges? 

4. Are there any defects in the dealings of indigenous bankers with 
their clientele? If there are, what remedies can you suggest? 

5. (a) Are indigenous bankers able to meet all acceptable demands 
for accommodation, or are they ever obliged to refuse such demands on 
account of insufficient working capital? 

(b) Can you make any suggestions for extending the resources of 
indigenous bankers? 

F . — C o-ordination . 

1. (a) What relations exist between — 

(i) indigenous bankers of the same class, 
fii) indigenous bankers of different classes, 

(hi) indigenous bankers and other banks (f.e., the Imperial Bank 
of India, the joint-stock banks, co-operative banks and 
small scale industrial banks)? 

(b) To what extent do the Imperial Bank of India and joint-stock 
banks give the indigenous bankers preferential treatment over other 
customers? 

2. (a) To what extent does co-ordination exist between indigenous 
bankers and other banks in the provision of credit to trade and industry 
generally? 

(b) In what directions do you think that better co-ordination of this 
kind is desirable? Would you recommend the establishment of a provin- 
hal bankers* association, with branches in important trade centres? 
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3. (a) Is any difiSculty experienced in the collection of cheques on 

indigenous bankers working in mufassil towns? 

(b) What suggestions do you make for removing these difficulties? 

G. — Consolidation of indigenous hanks. 

1. Can you suggest any means of consolidating and improving the 
indigenous banking system, by providing it with special facilities or 
otherwise, with a view to making it more serviceable to the community? 

2. (a) Would indigenous banks secure an increased clientele if 
they were recognised by Government, in the same way as certain joint- 
stock banks are recognised? 

(6) What should be the conditions of such recognition? 

2-A. Is it possible or desirable to set up a class of licensed or 
registered moneylenders with special facilities and privileges whose 
operations may be controlled by the State in the interests of agriculture, 
small scale trade and small scale industries? If so, what restrictions 
would you place on their business? Would you restrict their lending 
to productive purposes only? 

3. What would be the attitude of the indigenous bankers towards 
the introduction of measures designed to regulate their operations and 
enforce the publication of their balance-sheets? 

4. (a) Are there times of the year when money lies idle in the 
hands of indigenous bankers, and, if so, to what extent? 

(b) What happens to this money at such times? Is there a 
tendency for it to be concentrated in important trade centres? 

(c) Is it possible so to improve tlie organisation of lending and 
borrowing that these funds remain in the district, and find remunerative 
employment there? 

5. (a) Is the indigenous banking system in your locality in any- 
way connected with the principal money markets, whether within or 
without the province? If so, what is the nature of that connexion? 
If there is no such ('onnexion, do you consider it (i) possible, (ii) desirable 
to create it? 

(b) With the object of creating the connexion mentioned in the 
former question, which of tlie following methods would you prefer: — 

(i) the establishment; of a branch of some joint-stock bank in every 

district where at present one does not exist; 

(ii) the establishment of a local joint-stock bank with a local 

directorate in every district where at present there is nc 

branch of joint-stock bank: 

(iii) the establishment of agencies of joint-stock banks or the 

Imperial Bank of India, held by local indigenous bankers; 
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(iv) the amalgamation of the business of the local indigenous* 
bankers into a joint-stock bank owned and controlled by 
those local indigenous bankers; 

(v) the establishment of a bank on what are known in Germany 
as “commandit** principles? (Set note appended.) 

(c) In case you favour either the first or second of tliese proposals^ 
how would you propose to avoid the following difficulties : — 

(i) the danger that the new joint-stock bank would by competi- 

tion swallow up the indigenous bankers, 

(ii) the danger that the new joint-stock bank might fail to make- 

adequate use of the local knowledge and experience of the 
indigenous bankers, 

(iii) the danger that the new joint-stock bank might not inspire 

confidence in the depositing public of the locality, 

(iv) the danger that the local branch of a joint-stock bank in a 

small centre might not invest its deposits in the locality, 
but transfer them to its headquarters for investment in a 
larger trade centre. 

(d) If you favour the fourth proposal made in question 5(6), how 
would you avoid the following difficulties : — 

(i) since most indigenous banks in practice belong to the members 

of a single Hindu joint family, the initial difficulty of 
getting two or more such firms to combine at all, 

(ii) the danger of undue competition between such combinations. 

(e) Would a joint-stock bank in any of the forms suggested be able- 
to attract enough business to make its establishment profitable? 

if) (i) Assuming that it is possible to create a connexion between- 
the indigenous banking system and the principal money markets in one 
or other of the manners described, would you regard it as desirable or 
essential that a Central Eeserve Bank bo established to create a bond of 
connexion between all the elements of the banking system? 

(ii) If so, should the indigenous banks bo linked directly with the 
Central Eeserve Bank or through a joint-stock bank? 

IL — Defects in statutory and customary laio regarding recovery of debt. 

1. “One of the chief difficulties in securing cheap credit is the 
operation of our judicial system. Admittedly, credit can never be cheap 
and banks, at all events, can never operate in the agricultural field for 
long-term loans so long as statutes and customary law make recovery 
of debt so difficult and the execution of decrees is surrounded by so many 
obstacles.” 

(a) How far do you c>n?Ider this statement to be true? 
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(5) Wliat are tbe principal difficulties that the creditor encounters 
when endeavouring to recover a debt by process of law, and whence they 
-arise? 

(c) What remedies do you suggest for the present state of affairs? 

2. ‘‘An important feature of the Usurious Loans Act of 1918 is that 
the court, once seized of a case, may, of its own motion, re-open old 
transactions and enquire into the equity of the terms . . . The Act 
was amended in 1926 to include cases in which either j)arty to a mort- 
gage seeks relief. Where the debt is unsecured, the debtor can draw 
the creditor into court and, therefore, into the sphere of this Act, by the 
simple expedient of lefusing to renew his loan. The evidence we 
received showed conclusively that the Act is practically a dead letter in 
all provinces.’’ 

(a) How far do you agree with the above conclusion of the Royal 
'Commission on Agriculture in India? 

(b) What are the principal defects of the Usurious Loans Act? 

(g) What remedies do you suggest for the present state of affairs? 

Note referred to in question no, 5 (h) (v). 

Under this arrangement the indigenous banker or bankers become 
the chief controlling officers of the bank and also its partners. The 

liability of the shareholders is limited to the amount of their shares, 

but that of the partner-bankers is unlimited and extends to the whole 
of their private fortunes. To compensate them for this unlimited risk, 
they generally receive 20 per cent, of the profits of the bank. The 
advocates of this system argue that it takes the fullest advantage of local 
banking exj^erience by ensuring that the prospeiity of the banker is 
linked to the prosperity of th.e bank, and the principle of unlimited 
liability ensures cautious working and inspires confidence in depositors. 


TII. — ^Investment Habit and Attraction of Capital. 

A, — Encouragement of saving and investment Mbit. 

1. (a) What are the existing banking resources in vonr district 
or province? 

(6) Do yon consider that they are adequate? 

(c) If not, what is the additional capital required? 

2. (a) What are the existing means or institutions for encouraging 
the habits of saving and investment? 

(b) Do they provide full facilities to the public for the investment 
of their savings? 

(c) Do they require improvement or extension, especially outside the 
principal trade centres? 
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3. Are the people of your locality in the habit of investing in gold 
or silver? If so, to what extent? 

4. (a) Are Postal <Aish Certificates popular in your district or 
province? 

(b) Can any steps be taken to encourage their popularity, e.ff., by — 

(i) revision of the rate of interests, or 

(ii) change of the existing terms of issue? 

4-A. Do you think that anything similar to the national savings 
movement in England is possilile in India? For the description of tliis 
movement please see note appended.* 

5. (a) Do Post Office Sav iiL*^ Banks afford adequate facilities ro 
the investing public? 

(b) If not, what suggestions can you make to improve or extend 
those facilities? 

(c) What classes at present take advantage of the various facilities 
for investment offered by the Post Office? 

(d) What measures would you suggest to attract those classes that 
do not resort to this type of investment? 

6. (a) It is often alleged that the rates of interest on Postal f asl" 
Certificates and Treasury Bills are so favourable as to create competi* 
tion between Government and banks in attracting money. Do yuu 
consider this allegation to be true? 

(b) If it is true, do you regard such competition as healthy? 

7. How far will the issue of gold cash certificates accelerate savings 
and investment habit as recommended by the Indian Currency Commis- 
sion, 1925-26? 

8. Would it promote savings habit if public bodies like munici- 
palities were to afford savings bank facilities? If so, do you suggest 
any restrictions on the working and investment of such banks? 

9. (a) What facilities for purchase and sale of Government 
securities are at present afforded by Government, the Imperial Bank 
of India, and other banks? 

(b) Should any, and, if so, what, special facilities be granted to 
small agriculturists and small investors to take up some form of Govern- 
ment security? 

10. What facilities are at present afforded by the various financial 
agencies for purchase and sale of securities other than those of Gov- 
ernment? 


♦See Annexure HI. 
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11. (a) What are the habits of various classes of the people in 
your district or province in denlincf with money surplus to their normal 
expenditure? 

(b) Where do they keep such money? 

(c) For what purposes do they use it? 

12. (a) How do the farmers invest their surplus funds in a 
prosperous year? 

(b) Do they lend to fellow agriculturists, and on what terms? 

(c) Can you give any information regarding the amount of capital 
in the possession of the agricultural population in your area or district? 
How is it distributed? Is it growing or decreasing? 

13. (a) It is often alleged that in India the banking and invest- 
ment habit is of very slow growth. Do you agree with this view? 

(6) If so, to what causes do you attribute it? 

(c) Can you suggest any means of educating the i>eople lo invest 

their savings in productive undertakings (i.e., propaganda by Govern- 
ment in regard to Government loans for capital expenditure, etc.)? 

B. — Cheque habit. 

1. Is the cheque habit growing in India? 

2. Has the abolition of stamp duty on cheques led to — 

(i) any increase in the use of cheques, 

(ii) the opening of more accounts? 

3. What classes of the population use cheques? 

4. (a) Can you suggest any means of further promoting the 

cheque habit [e.gf., payment of Government servants and bank 

employees above Es. 100 (or without limit) by cheques, freer receipt of 
cheques in payment of Government dues]? 

(b) Should Post Offices open “cheque accounts,” particularly at 
places where such facilities do not exist? If so, should there bo any 
restrictions on such accounts, e.g,, interest, amount, operations, etc.? 

[Note . — A chec]ue account^’ is an account on which a depositor tnay draw by 
means of cheques, but cannot be allowed to overdraw,] 

5. Can you devise any means of making it possible for the illiterate 
to use cheques? 

C . — Vernacular scripts in banking. 

1. Have you any suggestions to make regarding the use of verna- 
cular scripts in banking? 

2. If so, would you permit the use of the present script used by 
indigenous bankers and other merchants {sarafi), or insist on the 

of the Nagri or Persian script? 
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D. — Imperial Bank of India. 

1. What in yDuv opinion has been the result of the opening in 
recent years of new branches of the Imperial Bank of India, especially 
with respect to the following matters : — 

(i) the encouragement of the investment habit, 

(ii) the promotion of internal trade and industry, 

(iii) the encouragement and consolidation of the indigenous hank- 

ing system, 

(iv) the increase of facilities for agricultural credit, 

<v) the reduction in the general price of money? 
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ANNEXUEE I. 

(Note referred to in Part PB, question no, 6 of the questionnaire ' 
The Amekican system of licensed warehouses. 

In India, as elsewhere, when a merchant or manufacturer is in 
need of funds, one of the ways in which he can raise them is by hypothe- 
cating his material, goods or stock-in-trade to a bank which then 
allows him an overdraft or cash credit. But this system has certain 
defects : — 

(1) A bank mu-t keep a large proportion of its funds in a liquid 
form, i.e., cash or easily negotiable securities. A merchant’s goods are 
not an asset of this kind, since they cannot be quickly turned into 
cash. The amount of finance of this kind that the banks are willing 
to offer is, therefore, strictly limited. 

(2) When a merchant has hypothecated his goods he cannot afford 
to give credit to the customers who buy them, because when he- sells 
them he must to the same extent reduce his overdraft, which can only 
be done with cash. But a cash price is usually lower than a credit 
price, and the merchant loses, whilst his customer also is often put to 
inconvenience. Fin ther, a merchant who has to sell at a low price will 
only buy, if he possibly can, at a still lower price : and the producer 
then suffers too. 

(3) The goods remain in the possession of the merchant : and this 
makes it possible for them to depreciate the bank’s security by mis- 
management, negligence or even fraud. To avoid this, banks often 
insist on the goods being stored in their own godowns, — which a big 
merchant will resent as derogatory to his self-respect, — or on the provi- 
sion of some collateral security, — which the small merchant finds it 
difficult to furnish. Banks, therefore, are chary of this kind of transac- 
tion, and merchants cannot get all the credit facilities that they require. 

In the United States the system till 1916 was much the same as 
it now is in India. An Act was then passed, which has been amended 
in 1919 and 1923, to establish and regulate licensed warehouses. These 
warehouses are licensed by the Government, under conditions relating to 
supervision and inspection which ensure that the storage facilities are 
satisfactory and adequate, and that there are suitable arrangements for 
grading all products according to quality. The person placing his goods 
in such a warehouse receives a warehouse receipt, giving full informa- 
tion regarding the goods themselves and the manner of their disposal. 
On presentation of such a receipt the warehouseman is bound to hand 
over the goods described in it to the person who presents it, subject to 
the discharge by the latter of certain liabilities. 

A warehouse receipt of this kind is simply a negotiable instrument 
of title, which can be and is readily bought and sold like any other 
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*6imilar instrument. It is, in fact, a liquid asset in which bankb cm 
safely invest, or accept as collateral for a loan, overdraft, or cash credit. 
Since the goods are in the hands of a third party, who has everything 
to lose and nothing to gain by mismanagement, they are entirely safe. 

The possibility of improving the credit facilities of the country by 
means of licensed warehouses of the American type attracted the atten- 
tion of the late Mr. B. F. Madan, who drew up a draft Bill on the model 
of the American Act. This Bill is reprinted below : — 

Draft of a Bill to encourage the establishment of independent warehouses 

in India and provide for their proper supervision and control. 

Whereas it is expedient to encourage the establishment of mde 
pendent warehouses in India, and arrange foi* their proper supervision 
and control; it is hereby enacted as follows: — 

1. (1) This Act may be called the Indian Licensed Warehouses 

Act. 

(2) It shall extend to the whole of British India and shall come 
into force from 

2. In this Act, unless there is anything repugnant to the subject 
or the context, — 

(a) '’warehouse” will mean every buildings, structure or other 

protected enclosure in which any raw produce or manufac- 
tures are stored, 

(b) “person” will include two or more persons acting in partner- 

ship or a company registered under the Indian Companies 
Act, 1913, 

(c) “warehouseman” ineans a person lawfully engaged in the 

business of storing goods and merchandise, including agri- 
cultural produce, 

(d) “receipt” means receipt issued by the proprietor of a ware- 

house for goods entrusted to him for storage. 

3. The Governor-General in Council may on application to him 
issue to any warehouseman a licence for the conduct of a warehouse or 
warehouses in accordance with this Act and such rules and regulations 
as may be made hereunder : 

Provided that such warehouse is found suitable for the storage of 
the goods or merchandise named in the application for licence and the 
warehouseman agrees to comply with and abide by all the terms of this 
Act and the rules and regulations made in pursuance of the same : 

Provided further that^ each such licence shall be on such terms and 
for such period as the Governor-General in Council may deem fit and 
such licence may be renewed, extended or modified from time to time 
at the discretion of the Governor-General in Council. 
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4 . The Governor-General in Council is hereby authorised — 

(а) upon application of any person for a licence to inspect or 

cause to be inspected the warehouse or warehouses con- 
templated in such application, 

(б) at any time and from time to time order inspection of any 

warehouse or warehouses licensed under this Act, 

(c) to determine whether warehouses already licensed or for 

which licences may have been applied for are suitable for 
the proper storage of the particular class of goods or mer- 
chandise contemplated in the licence or application for 
licence, 

(d) to classify warehouses licensed under this Act according to 

ownership, location, construction, surroundings, capacity 
and other qualities, 

{e) to prescribe within the limitations of this Act the duties of 
the warehouseman conducting warehouses licensed under 
this Act, 

(/) to suspend and, if necessary, to revoke any licence granted 
under this Act for any breach of the provisions of tljis Act 
or of the rules and regulations made hereunder. 

6, The Governor-General in Council shall be entitled to collect a 
^’^asonable fee for examination of or inspection of any warehouse that is 
the subject of an application for a licence under this Act and shall also 
be entitled to collect a fee of not exceeding Rs. per annum 

for each licence or renewal thereof under this Act. 

6. The Governor-General in Council may upon presentation of 
satisfactory proof of competency issue to any person a licence to inspect 
sample and/or classify any agricultural product or products stored or to- 
be stored in a warehouse licensed under this Act according to condition, 
grade or otherwise and to weigh the same and to certify the weight there- 
of upon condition that such person agrees to comply with and abide by 
the terms of this Act and of the rules and regulations prescribed here- 
under so far as the same may relate to him. 

7. The licence of any such person licensed under clause 6 may 
be suspended or revoked by the Governor-General in Council if he is 
satisfie^i that such licensee has failed to correctly inspect sample, classi- 
fy or weigh any agricultural product or products or has violated any 
of the provisions of this Act or of the rules and regulations made here- 
under or has used his licence or allowed it to be used for any improper 
purpose whatsoever. 

8. Every warehouseman conducting a warehouse licensed under 
this Act shall receive for storage therein so far as its capacity permits 
any goods or merchandise of the kind customarily stored therein ! y liim 
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which may be tendered to him in a suitable condition for wai*ehousiiig 
in the usual manner in the ordinary course of business without making 
any discrimination between persons desiring to avail themselves of ware- 
house facilities. 

9. Every person who deposits goods or merchandise including raw 
agricultural products in a warehouse licensed under this Act shall be 
deemed to have deposited the same subject to the terms of this Act and 
the rules and regulations prescribed hereunder. 

10. For all goods and merchandise including .. ^ricultural products 
stored in a warehouse licensed under this Act origin^ii receipts shall be 
issued by the warehouseman conducting the same, b.*o no receipt shall 
be issued for any such goods and merchandise or agricultural products^ 
unless the same are actually stored in the warehouse at the time of issu- 
ance thereof. 

11. Every such receipt shall embody the following xmrticulars, 
namely : — 

(a) location of the warehouse, 

(b) date of issue of receipt, 

ic) consecutive serial inimber of receipt, 

(d) statement whether the subject-matter of the receipt is de- 

livenible to bearer or to a specified person or to his order, 

(e) rate of storage charges, 

(/) marks, number and weight of packages received, provided 
however that where it is some agricultural product in bulk 
the description and quantity thereof shall suffice, 

ig) the class and grade of any agricultural product received for 
storage where the depositor wishes it to be shown on such 
receipt, in which case it shall be as certified by a person 
licensed under clause 6 of this Act, 

(h) a statement that the receipt is issued subject to this Act and 

the rules and regulations made liereunder, 

(i) if the warehouseman is owner or joint owner of any goods 

the subject-matter of such receipt a statement to that effect, 

(j) a statement of the amount of advance made to the depositor 

or any other liability by the depositor due to the ware- 
houseman for which he claims a lien, provided however 
that where the precise amount cannot be ascertained at 
date of issue of such receipt a statement that lie?» is claim- 
ed will suffice, 

(k) such other terms and conditions as may be laid down 

by the Governor-General in Council in this behalf, 

(0 signature of the warehouseman or of some person dulv autho- 
rized by him and the number of his licence. 





12. So long as an ouginal receipt issued under this Act is out- 
standing and uneancolled hy the warehouseman himself no other or far- 
ther receipt shall be issued in respect of the same goods, merchandise 
or produce ; provided, however, that in case a receipt is lost or destroyed 
a fresh receipt may be issued in identical terms and bearing the same 
date and number as the original on satisfactory security being given by 
the person asking for such duplicate on lines laid down in the rules and 
regulations made in pursuance of this Act. 

13. Upon demand made by the holder of any such receipt and 
offer to surrender such receipt with such endorsement if negotiable as 
may be necessary and upon readiness to satisfy the warehouseman’s lien 
and/or charges and give proper acknowledgement of discharge the 
warehouseman shall forthwith deliver the goods that may be the subject- 
matter of such receipt, provided, however, that all such receipts that come 
back into his hands duly discharged shall be forthwith cancelled by the 
warehouseman and preserved on his record for at least three calendar 
years from date of such discharge. 

14. Every warehouseman licensed under this Act shall keep in a 
place of safety complete and correct records of all agricultural products 
stored therein and withdrawn therefrom and of all receipts issued by 
him and of receipts returned and cancelled and shall conduct the ware- 
house in all respects in compliance with this Act and the rules and 
regulations made thereunder. 

15. Every licensed warehouseman shall report to the Governor- 
General in Council the condition of his warehouse or warehouses, and 
the contents, operation and business thereof in sucli form and at such 
times as the Governor-General in Council may require. 

16. The Governor-General in Council maj' cause an inspection or 
examination to be made of any warehouse licensed hereunder and of the 
goods stored therein and of the books and records thereof at any time 
by person or persons appointed by him in that behalf. 

17. Whenever as a result of such examination it is found that a 
warehouseman is not conducting his warehouse in accordance with this 
Act or the rules and regulations made hereunder or that he is charging 
unreasonable and exorbitant rates, the Governor-General in Council may 
order his licence to be suspended, and if satisfactory explanation of the 
breach of this Act or of the rules and regulations made hereunder is not 
foiihcoming may order such licence to be revoked. 

18. The Governor-General in Council may order to be published 
in the Gazette of India the result of any investigations under clause 3 
or under clauses 16 and 17. There shall also be published in the 
Gazette of India the names and locations of warehouses licensed here- 
under with the names and addresses of the licensees, as also a list of all 
licences revoked or terminated under this Act and the reasons therefor. 
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19. The Governor-General in Council .shall from time to time 
make such rules and regulations as may appear to him advisable for the 
proper carrying out of the provisions of this Act. 

•20. Every person who shall forge, alter, counterfeit, simulate Ot 
falsely represent or otherwise unlawfully use any licence issued by the 
Governor-General in Council under this Act or shall issue or utter a 
false or fraudulent receipt or certificate and every person who shall with- 
out law^ful authority convert to his own use or use for the purposes of 
securing a loan or remove from a licensed warehouse contrary to tliis 
Act or the rules and regulations made hereunder any goods or mer- 
chandise stored or to be stored in such wareliouse and for which licensed 
receipts have been or are to be issued shall be deemed guilty of a mis- 
demeanour and shall upon conviction be liable to a fine not exceeding 
ten thousand rupees or double the value of tlie goods or merchandise 
involved whichever is the greater or imprisonment for a period not ex- 
ceeding twelve months or both at the discretion of the court and the 
owner of the goods or mercliandise so converted, used or removed may 
in the discretion of the Governor-General in Council be reimbursed out 
of the fines so collected to the extent that he may not otherwise have 
been reimbursed. 

21. Any person wlio sliall with intent to deceive draw a false 
sample of or shall wilfully mutilate or falsely represent a sample drawn 
under this Act or shall classify grade or weigh fraudulently any agri- 
cultural products stored or to be stored under the provisions of this Act 
shall be deemed guilty of a misdemeanour and upon conviction be liable 
to a fine of rupees five hundred or imprisonment for three months or 
both in llie discretion of the court. 

22. It shall be open to the Governor-General in Council to offer an 
inducement to tlie establishment of licensed warehouses as contemplated 
in this Act by way of grant of land free or at a nominal rental or by a 
subsidy towards the cost of construction or by guarantee of a reasonable 
return on the total capital invested or in any other way that may appear 
most suitable to the Governor-General in Council in such place or places 
and on such terms and conditions as may a])pear desirable to the Gov 
emor-General in Council provided however that where the inducement 
to be offered is a guarantee of a reasonable return on capital it shall not 
exceed a return of more than five per cent, per annum and provided fur- 
ther that where any payment by the Governor-General in Council be- 
comes necessary under any such guarantee a separa,te account shall be 
kept of the same and Government shall be entitled to one-half of all 
earnings of any warehouse so guaranteed in excess of a return of six 
per cent, on the capital invested until the amount paid to such ware- 
house in order to implement the guarantee given to it and standing at 
the debit of such separate account shall have been entirely wiped off. 
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ANNEXUBE II. 

(Note referred to in Part I-E, question no. 6 of the questionnaire.) 

Land mortgage banks. 

The land mortgage banks, as their name implies, advance on 
mortgage of property, keeping sufficient margin for possible decrease in 
future value. These advances are restricted to productive purposes in* 
eluding repayment of previous debts. The loans are repaid usually by 
fixed instalment every year which includes principal and interest repay- 
ment. Advances are made for long periods, often for over fifty years, 
BO as to make the annual instalment as small as possible and thus easy 
of payment. For example, if the loan be Bs. 1,000, the term of re- 
payment thirty years, working expenses for managing the loan half per 
cent, per annum, and the rate of interest 5 per cent., the yearly instal- 
ment will be about Bs. 70 or 7 per cent, of the amount of loan. 

The land mortgage banks obtain funds for advances by floating 
bonds in the market against the security of mortgages obtained by them 
in their favour. Limitation upon the total of such bonds is generally 
prescribed, which is usually fixed at twenty times the paid-up capital 
and reserve of the particular bank issuing the bonds. To ensure public 
confidence valuation of properties, mortgages of which are assigned as 
security for the bonds, is checked by a trustee, who further holds assign- 
ments of the mortgages on behalf of the bond-holders. The bonds of 
land mortgage banks rank as “trustee” securities in which trust funds 
can be invested. The land mortgage banks are sometimes permitted 
to carry on ordinary banking business also, but they are required not 
to mix up such business with the long-term advances. The maximum 
amount up to which they can accept deposits is generallj^ 50 per cent, 
of their capital and reserve. Such deposits are restricted to be invested 
in liquid channels. 

The land mortgage banks generally jwssess special powers as regards 
foreclosure, taking the properties in their hands for management, etc., 
in case annual instalments are not punctually paid by the borrowers. 
However, in view of the instalments being small, the experience of land’ 
mortgage banks is satisfactory and they are rarely called upon to fore- 
close or take the properties under their own management. 

Before the War the German land mortgage banks usually fixed the 
annual instalment at only half per cent, above the rate of interest. The 
period of repayment was calculated on this basis. For example, if the 
rate of interest was 4 per cent., the annual annuity would be 4J per 
cent., and the period of repayment would be 55 years. Besides the 
annual instalment the borrower had generally to pay 3 per cent, on the- 
amount of the loan in^ the first year to cover necessary expenses in con- 
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uexion with the preparation and registration of the mortgage, the valu- 
ation of the properties and other incidental expenses. In some cases the- 
initial expense was also distributed throughout the period of the mort- 
gage. In Germany the land mortgage banks are of two kinds, one pro- 
viding long-term credit facilities for small cultivators, and the other 
for big land and building owners. There is a Government officer who- 
examines the value of properties, mortgages of which are being assigned 
as security for the bond-holders, and it is only when he approves the 
security as sufficient that he allows the issue of bonds. He also holds 
the assignment as a trustee for the benefit of the bond-holders. T1\e 
maximum limit up to which a German land mortgage bank can issue 
bonds varies between ten to twenty times of its paid-up capital and 
reserve. The paid-up capital and reserve of one of the German land 
mortgage banks “Preusische Pfandbrief-Bank/* at the end of 1924 were 
4 million and 650,000 Beich marks respectively. 

In Prance “Credit Fonoier Do France” provides long-term credit. 
It is a private company founded in 1852, but under sufficient State con- 
trol. The Government gave it a subsidy of 10 million gold francs as soon 
as it came into existence. Like other land mortgage banks it advances- 
on the security of mortgages and obtains necessary funds from the issue 
of bonds. Tlie governor and two assistant governors are appointed by 
the State decree. To make “Fonciej-” bonds attractive the bank is 
permitted, with the previous consent of the Finance Member, to issue 
lottery or prize bonds. 

The United States of America passed tlie Federal Farm Loan Act 
in 1916, which deals with the long-term ciedit. Tlie Act created a 
Federal Farm Loan Board whicli has a general supervision of the sys- 
tem. The board }Joss('sses |K)wers to organize land mortgage banks, to- 
regulate interest rates and other charges on loans, to audit and examine 
the affairs of such land banks and to supervise the issue of farm loan 
bonds. The board consists of llie Secretary of the Treasury {ex officio) 
and four other members appointed by the Preiudent with the approval 
of the Senate. The country is divided into twelve federal land bank 
districts and each district contains a federal farm loan bank. Each bank 
is managed by a board of nine directors, throe of whom are appointed 
by the Federal Farm Loan Board. The capital stock which each bank 
was required to possess before commencing operations was fixed at 
750,000 dollars, divided into shares of 5 dollars each, which was open 
to subscription by any person, farm, corporation, or State, or by the 
United States. If the capital could not be fully subscribed within thirty 
days of the commencement of business, the remainder was required to 
be subscribed by the United States. A number of borrowers requiring 
loan on the mortgage of their property join together to form an associa- 
tion, the association gets mortgage in its favour, and it endorses it over 
to the land bank. T^e land bank, whenever necessary, hands over 
these mortgages to the Farm Tjoan Bonid and receives in return bords^ 
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•of equal amount. The total amount of bonds to any bank does not 
^exceed twenty times its capital and surplus. The bonds are exempt 
from national State or local taxes. In order to create public confidence 
in these bonds, the Government of the United States of America author- 
ized the Secretary of the Treasury to jmrchase bonds to the extent of 
two hundred million dollars between the years 1918 to 1921. Besides 
the land banks under the Federal Farm Loan Act there is provision for 
^he fonnation of ordinary joint-stock land banks. They enjoy a ^rreater 
degree of freedom- in taking mortgages and in matters like period of 
advance, purpose of advance, etc., but the maximum amount of bonds 
which they can issue should not be more than fifteen times their capital 
and surplus. 

The German Landschaften and the Federal Farm Bank of America 
represent the co-operative type and the French “Credit Foncier,” the 
joint-stox!k. Within the last ten years land mortgage banks havf' come 
into existence in some parts of India also, e.r/., the Punjab, Madras, 
Burma, Bombay, Mysore and Baroda. They have all a co-operative 
•basis, for the simple reason that in this country the tenants to be dea.lt 
•'vith are illiterate and the landlords extravagant. 

The Jhang (Punjab) Co-operative Mortgage Bank was registered 
in 1920. Tlie working capital of the bank has been obtained by 
issue of shares of the value of Es. 10 each, debentures and deposits 
from members and non-members. While all members are required to 
hold at least one share of the bank, the member who borrows from 
the bank must hold one sliare for every five hundred mpees he boiTOWs. 
No member, however, is allowed to hold shares of a value exceeding 
one thousand rupees. The Hnbility of the shareholders for any defici- 
encies in the assets of the bank on liquidation is unlimDed fit is now 
proposed to make it limited.) 

An important provision in connexion with the granting of loans is 
that the maximum amount shall not exceed fifteen times the estimated 
annual net income, after deducting land revenue of the land mortgaged 
as security. Besides the' specific security, a borrower is required to mort- 
gage all his immovable property as additional security, besides giving 
two personal reliable sureties. The bank has reserved to itself the right 
of recalling loans after six months’ notice, if the mortgaged estate be- 
comes subject to forced administration or forced sale, or if it is in danger 
of being swept away by river or floods. On the other hand, if it be- 
comes depreciated in value, the bank can ask for a suitable partial re- 
j>ayment. But if a loan is not applied to the purpose for which it was 
"taken, the bank can ask for full repayment immediately. The rate of 
interest on all loans is fixed at 8 per cent, and the maximum period for 
-which loans are granted at twenty years. The borrower is at liberty to 
icpay to the bank the whole or part of the amount borrowed at any 
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time, but in the event of his doing so he has to pay interest for sis 
months on all bonds that have to be withdrawn in consequence of his 
premature payment. The bank can also make it a condition of any loan 
for redeeming mortgages or old debts that the borrower should use seeds, 
implements and methods of cultivation prescribed by the bank authori- 
ties on the advice of the Agricultural Department. 

The bank is authorised to issue debentures of the value of Es. 50 
and multiples of that amount for varying periods, bearing interest at a 
rate not exceeding 6 per cent. The amount of the debentures issued 
should not be greater than the assets represented by mortgages held by 
the bank. The bank can redeem debentures before they are due for 
repayment on giving three months’ notice. If the debentures are not 
presented for payment within one month of the prescribed date, after 
due notice has been given, the holder can have no claim on the bank 
for interest. 

The borrower has to pay all expenses incurred for the valuation of 
the property offered for mortgage and also those in getting it redeemed 
from a previous mortgage if the bank undertakes this. The profits of the 
bank are indivisible and are credited to a reserve fund, which is invested 
outside the bank and maintained as security for the debenture-holders. 
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ANNEXUEE III. 

(Note referred to in Part IIPA, question no. iA of the questionnaire ) 
The national savings movement in England. 

Co-operation is the driving force behind the savings movement in 
England and it works through the voluntary savings association or tiie 
co-operative savings club; the object of which is to enable its members 
to buy national savings certificates by instalments and on advantageous 
terms. The method of working is best explained by means of an illus- 
tration. 

If a person not belonging to an association saves at the rate of 6d. 
per week, he can only obtain a savings certificate worth I65. from a post 
ofiBce at the end of 32 weeks and only begins to profit by his savings 
(i.e., to earn interest) after that period. 

Suppose however that 32 persons, each of whom is saving 6d. a week, 
have formed an association or co-operative savings club, the as^ocintion 
can buy for them a savings certificate worth 165. every week; and every 
member begins to earn interest from the first week. 

Thus co-operative investment brings definite pecuniary benefit to 
the co-operators. But that is not its only advantage. Co-operation acts 
as an incentive to saving : for the member of such an association as this 
knows that if in any week he fails to save, he will cause loss not only 
to himself but to bis thirty-one associates. 

There is nothing simpler than the formation of a savings associa- 
tion, so long as there are a few individuals desirous both to save and to 
invest their savings. It can be formed in a school, college, office, shop, 
village — anywhere. It elects its own honorary secretary, its own hono- 
rary treasurer and any other officers required; and being affiliated to the 
National Savings Committee, a body recognized by Government, it 
becomes subject to its supervision through audit, a fact which ensures 
safety and inspires confidence. 

There are a number of recognised savings schemes and an associa- 
tion may adopt whichever suits its members best. Brief particulars of 
a few of them* are given below. 

Scheme 2. 

Weekly subscriptions are collected from members and invested in 
national savings certificates, a stock of which is thus accumulated. When 
a member’s subscriptions amount to I65. he receives a certificate from 
this stock and thus obtains the benefit of a pre-dated certificate. 

Each member is supplied with a subscription book in which his 
payments are recorded and a detailed record of the transactions of each 
member is kept by the honorary secretary in the registers provided for 
the purpose. 
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Scheme 5. 

* 

The association is supplied on credit with six-penny coupons (Swas- 
tika design) to a fixed amount which is known as the association’s stand- 
ing imprest. The coupons are sold to members who affix them' to special 
cards supplied for the purpose. Each week the proceeds are invested 
in savings certificates, a stock of which is thus accumulated. When a 
member’s card bears 32 coupons it is exchanged for a certificate from 
this stock, and he thus obtains the benefit of a pre-dated certificate. 

Scheme 7. 

A six-penny savings stamp is given in exchange for each subscrip- 
tion of 6d. The stamps are affixed to a savings card which, when com- 
pleted with 32 stamps, is exchanged by the honorary secretary of the 
association for a savings certificate at any money order post office. 

Savings stamps can be bought at any money order post office, but, if 
desired, arrangements can be made for the issue of a credit stock of these 
stamps under guarantee. Such a credit stock is subject to inspection 
on behalf of the National Savings Committee. 

[Note. — Besides, there are several schemes for employees for invest- 
ment through a savings association, either with or without the co-operation 
■of the employers.] 




MINUTES OF EVIDENCE. 


Lala HARCHARAN DAS SAHIB, Honovavy Magistrate and Chairman, 
Municipal Board, Hathras. 


Replies to the questionnaire. 


II . — Indigenous banking . 

A. — Organisation of indigenous banking. 

Question 1. — There are two classes of indigenous bankers in this part — one is called 
siiroff and the other “6ohra” or village moneylender. 

The activities of the former are confined to trade matters, such as to sell and purchase 
hundis, receive deposits, and advance money on security of mercantile goods ; the activities 
of the latter class consist in lending money at a high rate of interest to farmers, either 
on execution of pronotes or mortgage of landed properties or standing crops or on pledge 
of ornaments. 

Sometimes shroffs are found to do other business, such as of grain, seed, cotton, etc, 
’-lohras take seed-grains and kapas from farmers, stock them and sell them in a high 
market. They also sometimes sell them grain for seed for a high price. Their puincipal 
business is banking. 

Question 2. — Shroffs render very little financial help to agriculturists; they finance 
trade in the shape of giving advances on security of mercantile .goods. The hohra generally 
gives financial assistance to the farmers. 

Industry is also benefited to some extent by the shroffs who, in some cases, are 
found to put up cotton ginning and pressing factories. The shroffs take the goods intO' 
their own godowns or custody and advance on them 70 to 75 per cent, of their value. 

The bohras lend money at 60 per cent, on mortgage of landed properties. The 
otlier method of their lending is by ruqqa or promissory note, in some cases repayable in a 
fixed number of instalment payments. 

B. — Raising of funds by indigenous bankers. 

Question 1. — ^Demand hundis and muddati hundis of 60 and 90 days are the chief 
forms of hundis. Other instruments of credit are ruqqas (promissory notes). The 60 days* 
hundi is most popular and is largely used. 

Samples of hundis and promissory notes used by indigenous bankers in our locality 
are given herewith.* 

Question 2. — The work of the bankers in our locality is not of such a character as re- 
quires them to adopt means to meet demands on them. They only do business to that 
extent for which they can manage from their own funds. They advance money to others, 
take deposits from others and thus maintain a rotation of funds. In urgent cases they 
j.rocure funds to meet demands on them by short loans or deposit from others in hahikhatta. 

Very little assistance is rendered by the Imperial Bank of India or joint-stock 

banks. 

Shroffs should receive money in time of their need from the Imperial^ Bank or 
other joint-stock banks simply by the easy means of pronotes in a free manner. 

Question 3. — ^Indigenous bankers receive deposits returnable on call or as fixed de- 
posits for three or six months. 

In the slack season the rate of interest is from 3 to 4 per cent. In the busy 
season it goes up to 6 and even to 7i per cent. 

* Not printed. 


Lala Harcharan Das. 
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C. — Advances by indig&nous bankers. 

Question 1. — Six to 7J per cent, interest is charged by indigenous bankers on trade 
loans, and 9 to 18 per cent, on agricultural loans. 

Question 2. — In our locality agriculturists are generally required to pay heavy rates 
of interest, varying from 9 to 18 per cent., sometimes jn money and sometimes in kind. 
Incidental charges are cost of stamp papers, and charges for writing deeds and documents. 

The only means by which improvement can be made in the organisation of banking 
are (1) introduction of legislation prohibiting bankers from charging abnormally high rates 
of interest and fixing the maximum rate of interest allowable, and (2) opening co-operative 
or agricultural banks under Government control, with a head office at the district head- 
quarters and branches spread all over the district according to the unit of villages. 

By reduction of the rates of interest both moneylenders and agriculturists will be 
benefited. Moneylenders will be benefited in this way that they will be charged at the 
reduced rate of interest for their borrowings from co-operative banks and agricultural banks 
to accommodate themselves with funds, and they, in return, will charge lower rates of 
interest to their clients who will generally consist of farmers having small means or 
small holdings of land; for the co-operative or agricultural bank will always prefer giving 
advance to substantial persons or those who have large holdings of landed properties, to 
small farmers or persons of low means. In other 'words, these village moneylenders will 
form the intermediaries to give loans to small farmers. 

Question 3. — The shroffs render accounts in a proper way and furnish copy of 
account if required by their clients. The bohras do not allow any facility to their clients 
in inspecting the accounts. Secondly, farmers being generally illiterate, much undue ad- 
vantage is taken of their illiteracy in respect of accounts by the bohras. 

D. — Exchange and money market. 

Question 1. — There is a money market on a small scale, worked by daJals. 

It (is linked with important money markets by means of demand hundis and 
government currency notes. 

Question 2. — Brokers (dalals) are the chief medium for transacting business in 
hundis between a seller and a buyer of hundis; they get 6 pies per cent, as remuneration 
for hundi transactions, half from the seller and half from the buyer. 

Question 3. — Bates for purchase and sale of hundis vary, sometimes at a premium 
and sometimes at a discount, up to two annas on either side. 

There are seasonal variations in these rates, w'hich vary with the demand 
combined with increase or decrease in import and export to and from one place to another. 

The Imperial Bank governs the money market in India and hence its rate has great 
influence over the market. The market rate has very little effect here on the Imperial 
Bank rate. 


III. — Investment habit and atteaction op capital. 

A. — Encouragement of saving and investment habit. 

Question 2. — The existing means for encouraging the habits of saving and investment 
are postal saving banks, postal cash certificates, saving banks and fixed deposits in the 
joint-stock banks. They are not adequate and require improvement or extension, es- 
pecially outside the prinoripal trade centres. 

Question 4. — Postal cash certificates are very popular among middle-class people who 
generally have a small saving to lay out. 

If the rate 6f interest is increased, say to 6 per cent., and the condition of withdrawal 
without interest within one year be removed, it will make it more popular. 

Question 11. — ^The agricultural class and people of low status lock up their surplus 
money in ornaments, such as gold and silver; middle-class and rich people keep their 
surplus in banks, government securities and postal saving banks and cash certificates. 

tiAhh Rarohaban Das. 
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Question 12. — ^The farmer uses his surplus funds to increase his land and cattle. 

He does lend to fellow agriculturists (on high rate of interest) generally on the 
iidea that ultimately their land will come to him in repayment of the loan, which becomes 
nig with accumulation of interest. 

Question 13. — I agree with the view that in India the banking and investment habit 
is of very slow growth. 

B.— Cheque habit. 

Question 1. — The cheque habit is growing among commercial class people and per- 
sons like vakils, doctors, and middle-class people. 

Question 2. — The abolition of stamp duty on cheques has to some extent led to in- 
crease in the use of cheques and to the opening of more accounts. 

Question 3. — The commercial class, high officers of the Government, people doing 
well in private service, pleaders, vakils, barristers, doctors and some middle-class people 
use cheques. 

Question 4. — If banks give some interest on current accounts of small amount it may, 
to some extent, promote the cheque habit. 

It would be very good and useful if post offices open cheque accounts. Even in big 
places where there are bank facilities post office cheque accounts should be opened, for 
people like dealing with the post office more than with banks. 

C, — Vernacular scripts tn banking. 

Question 1. — ^Vernacular scripts of the province should be taken by banks. 

Question 2. — Besifles sarafi, K’agri script may be taken. 


JALA HaBOHARAN Bas. 
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Bai Bahadur SAHU JAGMANDAR DAS, Banker, Cluirman, District 
Board, and Managing Director, District Co-operative Bank, 
Najibabad, district Bijnor. 


Replies to the questionnaire. 


I. — AgRICULTURx\L credit and credit facilities. 

Part A. — Agricultural borrowing for purposes of production. 

Question 1. — The cultivator generally borrows from the moneylender, co-operative- 
bank and, in the form of taqavi, from Government. 

The purposes for which he generally borrows and the proportion of debt due to each 


object are as follows : — 

Repayment of earlier debts ... ... ... 5 per cent. 

Payment of accumulated interest ... ... ... 5 ,, 

Marriage and other social functions ... ... 30 ,, 

Famine and other kinds of distress .. ... 4 ,, 

Payment of land revenue or rent ... ... ... 10 ,, 

Seed ... ... ... ... ... 25 

Agricultural implements ... ... ... 2 ,, 

Litigation ... ... ... ... 10 ,, 

Purchase of plough or other cattle ... ... ... 26 ,, 

Sinking of wells ... ... ... ... 2 ,, 

Subsistence ... ... ... ... 2 ,, 


He borrows sometimes also for manure and expenses of cultivation, e.g., wages 
of labour. 

The debt is distributed between the lending agencies in the following proportion^ 

viz. 

Village moneylenders ... ... ... ... 76 per cent. 

Co-operative bank ... ... ... ... 10 ,, 

Taqavi ... ... ... ... ... 16 ,, 

Of the total debt 25 per cent, is incurred in seed and 75 per cent, in cash, whilst 
70 per cent, is incurred for long and ilO per cent, for short periods. 

Question 2. — The rates of interest for cash advances range from 12 per cent, to 
37 J per cent. Seed loans are generally taken on sawai. For other loans in kind the- 
rate of interest is 12J per cent. Both simple and compound interest are charged. In my 
opinion the rates of interest are exorbitant in some cases. 

Question 3. — Generally the loans are given by private agencies on personal 
security and on the security of landed property, but the co-operative societies and the- 
Government lend on joint security. 

It is not necessarily correct to say that the indebtedness is greater where the title 
to land is better. The extent of indebtedness of the various classes is 25 per cent, in' 
the case of zamindars, 40 per cent, in the case of occupancy tenants, and 70 per cent, 
in the case of non -occupancy (statutory) tenants. 

The amount of debt secured on land mortgage is increasing. It compares with un- 
secured debt and debt otherwise secured in the proportion 60 : 40. 

Question 5. — The cultivator does not take full advantage of the taqavi system. 
Sometimes he takes taqavi for seed, cattle or agriculture, but not for wells and tanks., 
The reason is his illiteracy and poverty. He takes four times as much taqavi in abnormal 
years than in normal years. Taqavi should be distributed through some non-official^ 
agency. 

R41 BAHi»DUR Sahu Jagmandar Das. 



( 5 ) 


Question 6. — Cultivators do not combine for the production of particular crops. 
Such combination is both possible and desirable. 

Question 7. — The defect in the present system of agricultural borrowing is that 
ihe moneylenders generally charge heavy rates of interest in abnormal times. This is 
due to illiteracy and poverty. There should be some check by means of legislation such 
as the Moneylenders Act as passed in the Punjab recently. 


Part B. — Agricultural borrowing for purposes of marketing. 


Question 1. — The. crops of this district (Bijnor) are generally brought to market 
by the agriculturists themselves in their bullock carts and by the petty traders. 

Question 2. — The grain dealers arrange for the money from private moneylenders, 
banks and exporting firms. The co-operative bank in my area does not help. It should 
do so by organising co-operative stores. 

Question 3. — A cultivator has to pay the following charges in the case of marketing 
his crop : — 

(i) Local moneylender ... Baraiiti, say one seer more in the rupee 

than the market rate-. 

(ii) Commission agent ... Arhat and other mandi expenses. 

(iii) Broker ... Brokerage and weighing charges. 


(iv) Wholesale grain merchant ... Only weighing charges. 

The charges are the same for all crops. In addition the cultivator sometimes has 
to pay octroi. 

Question 4. — Cultivators store their gram generally in kothas and khattis. The 
present method is all right, being the cheapest. The application of preservatives will 
be an improvement. 

In markets the grain is similarly stored in kothas and khattis. There is no defect 
in the system. 

Question 6. — The system of licensed warehouses in the United States of America 
>could be worked in India with the aid of legislation. 

Question 7. — Cultivators do not combine in marketing crops. Combination is both 
possible and desirable, specially for small cultivators. 


Part C, — Extent and nature of agricultural indebtedness^ 

Question 1. — Ninety per cent, of the cultivators of the United Province® are in 
debt. An estimate of the indebtedness can be framed by taking the figures from co- 
operative societies and members of the district boards for their constituencies and then 
taking the average. 

Question 2. — The principal creditors of the agriculturists and the proportion of 
debt duo to each are : moneylenders, 65 per cent.; grain dealers, 20 per cent.; co-operative 
banks, 16 per cent. ; and the Government, in the form of taqavit 10 per cent. Bicher 
agriculturists lend to their poorer brethren to the extent of 10 per cent. 

Question 3. — Indebtedness of the cultivators has resulted in land passing from the 
possession of people who are efficient farmers into the hands of creditors who are not, 
thereby adversely affecting production. 

Question 4. — Forty per cent, of the landowning classes in the Bijnor district 
are in debt. 

Question 5. — The causes of their indebtedness are extravagance on marriages and 
festivals and lack of supervision over their farming. Fifty per cent, of their debts is 
due to their expenditure on marriages, 20 per cent, to festivals and 30 per cent, to other 
causes. 

Question 6 . — ^They pay a lower rate of interest on their borrowings because their 
credit is greater than that of cultivators. 

BaI BAHADtTR SaHU JaGMANDAR DaS. 
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Part D.— Credit faciUties in respect of agricultural production and marhcting. 


Questions 1 and 2. — Agricultural credit in respect of crop production and marketing 
is provided by Government in the shape of tagavt to the extent of 10 per cent, of the total. 
Cash loans are made by the Imperial Bank of India (10 per cent.), the joint-stock banks 
(5 per cent.), the co-operative banks f(16 per cent.), indigenous bankers (5 per cent.) 
and moneylenders (36 per cent.) Grain merchants make advances in the shape of grain 
and cash (16 per cent.) ; companies advance fertilizers and implements (6 per cent.). 

The existing credit facilities are not adequate. More funds should be placed at 
the disposal of the co-operative banks for improvement in the existing seed stores, cattle- 
breeding and water-supply. 

The defects in the existing system are due to lack of education and legislation. 

Question 3. — There is very little co-operation among the various credit agencies. 
Every agency works in its own way. There is scope for improvement in this direction. 

Question 5. — An estimate of the total amount of capital required for a/'(ricultural 
finance generally can be calculated on the basis of area under cultivation and nature of 
cultivation. 


Part E. — Land mortgage hanks. 

Question 1. — Loans are obtainable by landlords for 12 years on the mortgage 

of landed property. Tenants of various classes are advanced on demand or for one year 
only. 

Question 2. — Long-period advances are generally secured on land. Tlie security- 

demanded is generally double that otherwise required, while the interest is also a bit 

higher. 

Question 3. — Non-transferability of tenure does act as an impediment to long-term 
credit and increases the rate of interest. 

Question 4. — Occupancy rights serve as adequate security for long-term credit in 

many cases, but the law should be modified with the object of increasing the value of 
such security for long-term advances. 

Question 5. — The establishment of land mortgage banks will solve the problem 
of long-term advances to a great extent. But the provisions outlined in the note appended 
to the questionnaire should be modified. 

Question 6. — ^There ought to be two different land mortgage banks, one for farmers 
and small landowners and the other for big landowners. Some sort of co-operatioiir 
between the two is necessary. 

The banks sliould have their own share capital and also a Government guarantee. 
The share capital should be available for subscription to the public. If it is not fully 
taken up by the public the Government should subscribe the balance. 

The management should be on the lines of that of the Imperial Bank of India. 

The period of loans should be 40 to 60 years, and the value of the mortgage at 
least three times the amount of the loan. 

The working capital should be obtained by means of fixed deposits and a central 
institution. 

The debentures should carry no guarantee, nor should they rank as trustee 
securities. 

The Government should be safeguarded against loss by looking after the manage- 
ment. 


Question 7. — The value of land should be calculated on the basis of the average 
yield of production : productivity of the soil affects the value of land. 

Land sold by Government auction for non-payment of revenue or on a court 
decree fetches a smaller price than land sold by private negotiation. 

Bai Bahadub Sahu Jagmandar Das. 
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Part F, — Co-operation. 

Question 1. — The relation between co-operative banks and the Imperial Bank of India 
and other joint-stock banks is merely that the co-operative banks keep their current 
accounts with these banks and some of these banks also allow cash credits to them and 
no more. 

There is no competition at all between the co-operative and joint-stock banks 
in my district (Bijnor). 

Question 2. — The co-operative societies have no special difficulties in this district 
in raismg either short or long-term capital. 

Question 8. — The amount of capital available is not adequate for financing the 
co-operative movement. The capital should be doubled at least. 

Question 4. — Financial concessions such as exemption from income-tax will attract 
the public and so stimulate the growth of the co-operative movement. 

Question 6. — The establishment of the provincial co-operative bank will stimulate 
the co-operative movement in many ways; it would finance the district banks and super- 
vise them. 


Part Cr. — Small industries allied to agriculture. 

Question 1. — Some small subsidiary industries such as gur making, wheat grind- 
ing, tanning, spinninig and weaving, exist in this district. 

Question 2, — These industries require a great deal of improvement. They are 
still carried on in their primitive state. Very little tanning is done here. Almost all 
the hides are exported to outside places in the raw state. The handloom industry requires 
great attention for its improvement. Gur making and sugar refining can also be 
improved. 

Question 3. — Cotton spinning and weaving can give a great deal of employment 
to a farmer during the off-season when he is not fully occupied in agriculture, thereby 
effecting a great saving in the importation of foreign cloth. 

The capital for such enterprises can be secured through the help of the co-operative 
societies. 


Part H. — Small urban industries. 

Question 1. — This district is primarily an agricultural district. There are a 
few urban industries which are centered at Najibabad, Nagina and Bhampur. They 
are financed by private sources and by the artisans themselves. 

Julahas and others purchase raw materials such as yarn and ebony from the 
market either on credit or by cash payments, and prepare articles out of them on their 
own accord. They sell the finished products in the market with some profit to merchants 
and other individuals. These merchants export these products to other places and 
charge a small profit on them. 

Question 2 . — Karkhanas are not to be found in any industry so far as I am awaie. 
There is a glass factory at Balswali. 

Question 3. — I am not aware of any instances of sweated labour. 

Question 5. — Industrial banks or co-operative banks will very easily finance the 
small industries of this district. The industrial banks should issue loans to both artisan 
societies as well as to individual artisans and firms. 

Question 6. — Sales associations, ddp6ts and emporia, if organised, will be of 
immense use to the artisan societies. They should be organised on co-operative lines, 
financed by the industrial or co-operative banks and supervised by the Industries depart- 
ment. 


Bat Bahadur Sahu Jagmandar Das. 
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Part J. — Internal remittance and negotiable instruments. 


•Question 1. — There are many ways of making remittances, viz. : — 

(i) Hundis. 

(ii) Supply bills, 

(iii) Telegraphic transfers. 

(iv) Money-orders. 

(v) Postal orders. 

(vi) Cheques. 

(viii) Bank drafts. 

A joint-stock bank is needed in this district. 

Question 2.— Negotiable instruments help in sending money and thus facilitate 
exchange. 

Question 3. — Supply bills are generally used for government purposes. The rules 
regarding supply bills are very strict, e.g., application has to be made for them before- 
hand. The rules must be relaxed and the public should be encouraged to utilise them. 

Question 4. — The reduction of duty will encourage the use of bills of exchange 
to a certain extent. 

Question 5. — The money-order system should be extended, and the rates lowered. 

Question 7. — Money can be borrowed during the process of marketing on the security 
of railway receipts and sometimes on invoices. But people prefer the security of goods 
and property. The difficulty can be removed by the organisation of industrial banks and 
warehouses where goods can be deposited as security. 

II. — ^Indigenous banking. 

A, — Organisation of indigenous hanking. 

Question 1. — The chief class of indigenous bankers in this district are the Vaishyas 
ihanias). They lend money and finance trade. They also take money on deposit and 
allow interest on it. They have combined moneylending and trade, but moneylending 
is their primary business. 

Question 2. — ThCy help agriculture by lending money to cultivators, finance trade 
hy means of money and hundis, and assist industry by advancing raw materials and money 
to the artisans. 

Question 3. — The resources of the indigenous bankers can be estimated by means 
of the land revenue and income-tax. Their average net return on their capital is 10 
per cent. 

Question 5. — As regards accounts, some keep hahihhatas and some utilise small 
diaries to serve as a record. 

B. — Raising of funds by indigenous bankers. 

Question 1. — There are two chief forms of hundis which are used in this district, 
darshani and muddati. Promissory notes are also used. They are more popular than 
the hundis. Sometimes deposits receipts are also given to the depositors. 

Question 2. — Indigenous bankers provide themselves with funds from their own 
capital. They also take money on deposit and sometimes borrow from banks to meet 
their demands. 

Question 3.— They take long deposits on a higher interest than small deposits. 
Generally they allow from 6 to 9 per cent. During the winter season the rate rises 
flomewhat because of the briskness of trade. 

Eai Bahadub Sahu Jagmandab Das. 



( 9 ; 


C . — Advances by indigenous bankers. 

Question 1. — ^Indigenous bankers advance loans on ornaments, property, railway 
receipts and personal security. The terms depend upon the nature of the security. 

Property is generally demanded as security for long-term loans. 

On loans secured on ornaments the rate of interest is 12 per cent. ; on property it 
is 9 per cent. ; and on personal security it is about 15 to 20 per cent, per annum. 

Question 2. — Generally an agriculturist pays interest from 20 to 36 per cent, on 
^oans in money. For loans in kind, the sawat and deorhi system is prevalent. The rates 
can be reduced by organising co-operative societies. The agriculturists will be benefited 
only when they are given loans from these banks and not moneylenders. 

Question 3. — Clients of bankers have practically no facilities to inspect their ac- 

counts with them. 

D. — Exchange and money market. 

Question 1. — There is no local exchange or money market in this district. 

Question 2. — Dalals (brokers) help in the exchange and money market by the 
purchase and sale of hundis and take their dalali (brokerage) for it. 

Question 3. — Generally the sale of hundis depends upon the demand. If the 

-demand increases the rates rise and vice versd in the case of internal remittances. Gene- 
rally they are obtainable at a higher rate, i.e,, they are sold for a lower price in case 
of obtaining credit. But much depends upon personal credit. 

During the winter season the rates are higher because of the briskness of the 
trade : it is the harvest time and so the crops are moved from one p’ace to another, 
hence the demand increases which consequently leads to a higher rate. 

The Imperial Bank of India is a great financing corporation. It controls the 
money market to a large extent. Hence its rates are very effective in the money market. 
The demand of the bazar also affects the Imperial Bank’s rate. They are inter-dependent. 

Question 4. — The local market is not influenced by organisations such as the 
panchayats sarafa of Delhi or the Shroffs Association of Bombay. Ther(‘ is no association 
like that of Delhi or Bombay here. 

Question 5. — The trade is affected by local usages. Here the credit system prevails 
to a great extent. 

E. — Defects of indigenous banking. 

Question I. — The public have no great esteem for indigenous bankers because of 
their high rates of interest. They are considered very exacting. 

Question 2. — Indigenous bankers do experience difficulties in carrying on their 
business. They are not helped by the courts properly in realising their money; and 
the court sometimes does not allow them proper rates of interest. 

Question 3. — They are not sufficiently protected in law. More safeguards and 
privileges are required. Specially the law of insolvency requires some modification. 

Question 4. — ^Defects do exist in the dealings of indigenous bankers with their 
clientele. Something like the Punjab Moneylenders Act is necessary. 

Question 5. — Indigenous bankers are not capable of meeting all the demands upon 
them for accommodation because of the lack of sufficient working capital. A joint- 
stock bank will be helpful in increasing the resources of the indigenous bankers and is 
a necessity for this district. 

F. — Co-ordination, 

Question 1. — Social but no business relations exist between indigenous bankers 
of the same class. Between indigenous bankers of different classes there are both social 
and business relations. 

The Imperial Bank of India and joint-stock banks charge a lower rate of interest 
from indigenous bankers than from their other customers because of the greater security, 
and also with a view to help them in their business. 

Question 2. — Co-ordination between indigenous bankers and other banks is desirr 
able both in industry and trade. A provincial bankers’ association will be useful as it 
would solve many problems which cannot be solved singly. 

Bai Bahadue Sahxt Jagmandar Das. 
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G. — Consolidation of indigenous hayiks. 

Question 1. — The indigenous banking system can be consolidated and improved by 
co-operation and finance. They can be made more useful and serviceable by giving thnm> 
the facilities of credit and capital. 

Question 2. — Kecognition by Government would secure an increased clientele to 
indigenous banks, because then they will not be able to charge exorbitant rates of interc st. 
A condition of such recognition should be the framing of proper regulations for their 
accounts and capital. 

Question 3. — ^Indigenous bankers would at first oppose measures designed to regu- 
late their operation because of the loss of their income, but gradually they will realise' 
its value. 

Question 4. — During the rainy season about 60 per cent, of the indigenous bankers’ 
capital lies idle. At such times generally it is sent to trade centres for investment at 
a very low rate of interest. These funds would remain in the district and find remunera- 
tive employment there by means of a bank. 

Question 5. — There is no connexion between the indigenous banking system in my 
locality with the principal money markets. Such connexion is possible and it is 
desirable to create it. The German system is preferable in my opinion. 

A joint-stock bank will attract the public and its business will be profitable because 

it would be very helpful in discounting hundis and railway receipts. 

A Central Eeserve Bank should be establish'id to create a bond of connexion between 

all the elements of the banking system because the policy will be controlled by it. 

The indigenous banks should be linked directly with the Central Reserve Bank; no^ 
intermediary is required because it would be a cause of delay. 

III. — Investment habit and ArrRACTiON op capital. 

.4. — Encouragement of saving and investment habit. 

Question 1. — The existing banking resources of the district consist of indigenous 
bankers and the co-operative banks. They are not adequate. At least 50 per cent, more* 
of the present capital is required. 

Question 2. — The existinig means for encouraging the habits of saving anu invest- 
ment are the co-operative bank and savings banks. They are inadequate. Savings banks 
are not attached to all post offices and co-operative societies are not to be found in each* 
and every village. They should be opened in each village. Moreover, the rate of interest 
is very low. 

Question 3. — About 90 per cent, of the population of my locality arc in the habit of 
investing in gold or silver 

Question 4. — ^Postal cash certificates are not popular. Only educated people utilise 
them. Their popularity can be encouraged both by the revision of the interest and their 
existing terms of issue. 

Question 6. — ^Post Office Savings Banks afford adequate facilities to the invest'ng 
public; but they are not attached to every post office. The rate of interest should be 
increased and they should be opened in every village. Only literate classes utilise them. 
People should be educated, and the rates of interest should be increased to attract mo^e 
people. 

Question 6. — ^The allegation often made that the rates of interest on postal cash 
certificates and Treasury Bills are so favourable as to create competition between Govern- 
ment and banks in attracting money is true to some extent. Such competition is neces- 
sary and desirable from the public point of view. 

Question 7. — As gold cash certificates would attract people because of the interest, 
they would be helpful in savings and investments. Moreover, they would be available m 
.all quantities, so small savings and investments will be no bar in purchasing them. 

Rai Bahadur Sahu Jagmandab Das. 
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Question 8. — public bodies like municipalities were to afford savings banks’ 
facilities it would promote the savings habit. Their control should be vested in a boards 
and the two funds should not bo amalgamated. Investments should be only in govern- 
ment and other easily marketable securities, such as gold and silver. 

Question 11. — The upper classes generally save their surplus money and invest it 
in loans or government securities, whilst the lower classes spend on their comforts and 
luxuries or in marriages, etc. 

Question 12. — The farmers generally purchase gold and silver with their surplus 
funds in a prosperous year. Sometimes they lend to their fellow-agriculturists and . 
charge interest. 

Question 13. — The banking and investment habit is of very slow growth, because 
there are no surplus funds available for investment. Here the income is very low, so 
not much saving is possible. The causes are illiteracy and lack of industrial development 
«)f the country. The people can be educated to invest their savings by means of propa- 
ganda. But the most necessary thing is the increase of the income which would enabl'*/ 
men to save. 

B. — Cheque habit. 

Question 1. — The cheque habit is growing in India. 

Question 2. — ^The abolition of the stamp duty on cheques has increased the use 
of cheques and led to the opening of more accounts. 

Question 3. — Cheques are generally used by businessmen and the people who are 
employed in government services. 

Question 4. — Both methods suggested in the question, viz.y the payment of govern- 
raent servants and bank employees by cheques and the freer receipt of cheques in pay- 
ment of government dues, will be helpful in increasing the use of cheques. The opening 
by post offices of cheque accounts will also be very helpful. Some restrictions will be- 
necessary in the matter of interest and amounts. 

Question 5. — ^It will be possible for the illiterate to use cheques if we introduce 
them like government notes. 

C, — Vernacular scripts in banking. 

Question 1. — Vernacular should be used in banking instead of English. 

Question 2. — Nagri should be used instead of sarafi because it is very easy to read 
and write and there is no danger of confusion in its reading like Persian where confusion 
arises sometimes. 

D. — Imperial Bank of India, 

Question 1. — The opening of new branches of the Imperial Bank of India in recent 
years has increased the habit of investment, but only in the upper classes : the lower 
classes are not benefited in the least by its branches. It has promoted trade and industry 
to a large extent, but has not encouraged and consolidated the indigenous banking system 
to any degree. Agricultural credit has not been affected. The rate of interest has been^ 
lowered. 


Rai Bahadur Sauu Jaomandar Das. 
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liala PIAREY LAL, Chairman, Manicipal Board, Atniall, 

district Aligarh. 


Replies to the questionnaire. 


I.— Agricultural credit and credit facilities. 

Part A. — Agricultural borrowing for purposes of production. 

Question 1. — Agriculturists in my area borrow from Government, village muney- 
.ienders and zamtndars. 

They borrow rarely for manure. For sinking of wells they borrow from Govern- 
ment nly when taqavi is distributed. They borrow for the. following purposes : — 


(i) For repayment of earlier debts ... ... ‘20 per cent, 

(ii) Payment of accumulated interest ... ... 10 ,, 

(hi) Se^ ... ... ... ... e5 ,, 

(iv) Subsistence ... ... ... ... 5 

(v) Marriage and other social functions ... ... 15 ,, 

(vi) Famine and other kinds of distress ... ... 5 ,, 

(vii) Payment of land revenue or rent ... ... 10 ,, 

(viii) Eiapenses of cultivation, t.e., wages of labourers ... 10 ,, 

(ix) Litigation ... ... ... ... 10 

(x) Purchase of plough or other cattle ... ... 10 ,, 


Ordinarily, when there is no famine or other kind of distress, 70 per cent, of 
'money is lent by the village moneylenders and 30 per cent, by the zamindars. At the 
time of famine, 30 per cent, is borrowed from Government, 20 per cent, from zamindnrs 
and 60 per cent, from village moneylenders. 

Question 2. — The rates of interest are — 

(1) For cash advances, 1 per cent, to 2 per cent, per month. 

(2) For loans for seed, 2 per cent. 

(8) For other loans, 2 per cent, to 3 per cent. 

Compound interest is charged half-yearly. 

These rates are unnecessarily exorbitant. 

Other charges are in the form of bribes to the servants of the party granting 
the loans. 

Question 3. — All sorts of securit’.es are given, excepting that of agricultural im- 
plements. 

Petty landlords are mostly indebted to a great deal. The tenants are relatively more 
indebted than the landlords. Twenty per cent, of the landlords and 80 per cent, of the 
tenants are indebted. 

The amount of debt secured on land, mortgage is increasing : 30 per cent, 
secured debts and 70 per cent, unsecured debts. The rates of interest are higher in 
the latter. 

Question 4. — The usual methods of enforcing payment of debt are by attachment 
►of crops, cattle and imprisonment. 

Xala Piabby Lal. 
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The cultivator borrows at a higher rate and repays at a lower rate than those- 
prevailing in the market. He has not the courage to inquire even if he could. He 
has to depend on the mercy of the moneylender and the rate fixed by him, but tliese 
means are quite enough. 

Question 5. — ^He freely borrows taqavi (i) for seed and cattle, (li) for building \vells. 
(No tanks in our district.) He does not take fuller advantage of the taqavi system 
he has no knowledge of the existence of the facilities offered. 

There are defects in the present system. The patwans, whose rejiorts are given 
great weight in distributing taqavi, cause great havoc by accepting bribes and by 
leaving aside the needy. Taqavi should be distributed through the panchayats formed 
in every village. Moneylenders should be excluded from panchayats . 

Question 6. — There is no case in our district where cultivators combine together 
to produce particular crops. Combination is desirable and at the same lime possible if 
education in this respect is given to them. 

Question 7. — The defects are many in the present system of agricultural bor- 
rowing. The rates of interest are exorbitant ; loans are not advanced on due time ; 
loans are not advanced on the need of the agricultural purposes but on the credit of 
the borrower; grain for seed purposes given to them is mostly of bad quality; thb 
moneylender classes mostly do not possess sufficient money for the needs of the agricul- 
turists, and thus they charge very high rates and cannot advance money at the proper 
time ; there is no good market for the cattle ; cultivators often purchase cattle from 
hanjaras, kasais, and Punjabis on the instalment system; and they have to pay 
a very high price and interest and lose the cattle on failure to pay the instalment. 

I suggest as remedies the establishment of banks and education of the agricultu- 
rists in respect of using good seed and up-to-date implements ; good breeding system 
for producing good cattle; village industries for engaging the agriculturists in the idle 
period of the year; an agricultural superintendent to be appointed to a fixed number 
of villages to look after the crop and training of the agriculturists in the art; it should 
be made penal to use bad seed; seed should be supplied by some agency as panchayats or 
some other organised body. 

Part B. — Agricultural borrowing for purposes of marketing . 

Question 3 . — The principal crops arc brought to market by — 

(i) banias who visit the villages for the purpose; 

(ii) moneylenders who purchase the crops in the villages for their debts: 

(iii) agriculturists themselves ; 

(iv) commission agents of the markets. 

Question 3. — In the case of marketing his crop the cultivator pays fi) 2 per cent, 
to 3 per cent, to the local moneylender ; (ii) 1 per cent, to the commission agent ; (iii) 
4 annas per cent, to the broker ; and (iv) 10 annas per cent, to the wholesale grain merchant. 

These charges vary with different crops ; they are the highest on sugarcane, less 
than that on cotton, and less again on wheat. 

There are incidental charges, e.g., for foreign material such as dust, etc. 

Question 4. — The cultivator stores his grain in khattis and khases, ie., store 
rooms. The best would be pakka khases. 

In markets it is stored in khattis, khases, and in hags; or it lies loose in rooms. 
Pakka godowns would be best. 


liALX PlAREY LaL. 
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Ral Bahadnr Thakur RAGHUNATH SINGH, B.A., LL.B., Chairman, 
District Board, Bam Bank!. 


Replies to the questionnaic^. 


I. — Agricultural credit and credit facilities. 

Part A. — Agricultural borroioing for purposes of proihiclwn. 

Question 1. — In uormal years the agriculturist borrows mostly from the village money, 
lenders. About 1 per cent, of the population may be borrowing from the Government oi 


the co-operative societies. 

He borrows for — 

(i) repayment of earlier debts ... ... ... 15 per cent. 

(ii) marriage and other social functions ... ... 10 ,, 

(iii) seed ... ... ... ... ... 5 ,, 

(iv) litigation ... ... ... ... 15 ,, 

(v) purchase of plough cattle ... ... ... 10 ,, 

(vi) maintenance ... ... ... ... 45 ,, 


About 99 per cent, of the debt is borrowed from the village mcmey lenders, one 
per cent, being distributed among the co-operative societies and the Government. 

Of the total debt 70 per cent, is incurred in cash and 30 per cent, in grain. 

About 46 per cent, of the debt is borrowed for long periods and 65 per cent, for 
-abort periods. 

Question 2. — ^The rates of interest ordinarily are — 

(i) For cash advances, from 20 1o 37 J per cent. 

(ii) For loans in kind for seed, 60 per cent. 

(iii) For other loans in kind, 60 per cent. 

The methods of calculating the rates of interest may be one of the following : — 

(1) For a debt of Rs. 8 the cultivator has to pay Rs. 10 in ten months, one rupee 

each month. 

(2) For Rs. 10 he may have to pay Rs. 12 by monthly instalments of Re. 1. 

(3) 6 pies per rupee per month. 

(4) 3 pies per rupee per month. 

(6) IJ times the quantity of grain borrowed in six months. 

(6) Rs. 2 per cent, per month. 

(7) Rs. 1-8-0 per month per cent. 

The rates of interest are in my opinion exorbitant. 

Incidental charges are, for ugahi system in items (1) and (2) above, a charge of 
two annas per ugahi is made for writing. For big loans people have got to pay a com- 
mission varying from one to five per cent, according to the pressure of necessity on the 

borrower. 

Question 3. — ^The security usually given is the personal security of the cultivator 
himself, land mortgage in eases of big loans is also common, houses are also mortgaged 
and ornaments are pawned. Agricultural implements are never given as security. 

The more the fixity of tenure and the liberty of free transfers the greater is the 
indebtedness. 

About 76 per cent, of the land-owning classes are in debt, and nearly 35 per cent, 
of them are inextricably interwoven in debt. The condition of the under-proprietors, 
occupancy, and other tenants with a fixity of tenure is still worse. About 90 per cent, 
of the cultivators remain in debt day in and day out. 

Rai Bahadur Thakur Raghunath Singh. 
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The amount of debt secured on land mortgage is daily increasing. The money 
.lenders as a class have become too shrewd to advance loans without security, and in the 
.absence of proper security, e.g.^ land, houses, ornaments, cattle, etc., they charge very 
high rates of interest. In the land-owning class and among the people possessing a 
transferable right in land 75 per cent, of the debt is usually secured by land mortgage. 
Except where the loan advanced is very small, some sort of a security is, as a rule, 
demanded. 

Question 4. — Moneylenders belonging to the higher castes, e.gf., Thakurs, Brahmans 
and Moghalias, etc., generally enforce payment of debt by physical force; those who are 
professional moneylenders and do not wield much influence have to seek their remedy 
in the law courts. In some cases money is also realised through village panchayats^ the 
arbitrator or arbitrators being generally selected and appointed by the parties themselves. 

There are two classes of loans in grain — '(1) where the grain advanced is also re- 
turnable in kind, and (ii) where that advanced is at once converted and calculated in cash. 
In the former case the grain chargeable is IJ times that advanced, irrespective of the 
market rates, and in the latter the rates charged are invariably higher than the market 
rate by from 10 to 12 per cent. There are no very good means of ascertaining the market 
rates : the borrower has to take the word of the moneylender as final. 

Question 5. — The cultivator does not fully avail himself of the facilities provided 
by the Agriculturists Loans Act and the Land Improvement Act, and much less does he 
borrow tagavi for building tanks or wells. The reason lies in the innumerable ditflcuities 
that he has got to face before getting a tagavi loan. He has to pay at least 20 per cent, 
of his total borrowing as an illegal gratification to the various classes of persons through 
whom his application has to pass. He is also afraid of the hardships to which he is put in 
.case of default in payment of the debt on account of the joint liability. Some portion of 
it also goes to the zamindar in the payment of rent. 

The cultivator borrows 60 per cent, more in abnormal years than in ordinary years. 

There are many defects in the present taqavi system. In the first place the pro- 
vision for taqavi is hardly sufiicient to cope with the necessities and the number of 
borrowers. Approximately speaking, it is one in sixty that can get the loan, and not more 
than 6 to 10 per cent, of the necessities are satisfied by the taqavi loan. The botheration 
to which the borrower is put, the almost inhuman treatment that he receives from the 
various persons with whom he has to deal, and above all the danger of all his resources 
being completely ransacked and himself being reduced to a state of pauperism in the case 
of default in payment, are all extremely painful factors. The laxity of control over the 
statements prepared for the advance of the taqavi loan, the indifferent attitude adopted 
by the higher officials towards this real need of the cultivator, put a premium upon the 
corrupt practices prevalent among the patwaris and the qanungos. The tahsil officials, 
tahsildar, naib-tahsildar and even the sub-divisional officers want to follow the path of 
least resistance, and it is not seldom that they ignore the real state of affairs and do 
not pay any heed to the actual needs of the peasant classes. The most potent factor, 
however, which makes taqavi a very unpopular form of borrowing lies in the fact of 
joint liability. The joint liability as practically enforced assumes the form of an easy 
means of the realisation of the loan by officials who do not take pains to explain 
to the needy cultivator the moral and the ethical aspect of joint liability. Therefore, the 
fundamental principle of invigorating a sense of responsibility, not only with regard to 
the individual cultivator himself but also to those of his class, is studiously violated. 
The cultivator never understands that by jointly pledging himself along with others he 
has got to exercise a healthy influence in the matter of regulating the expenditure, not 
only of himself but of others also, for productive purposes. Professional miscreants, 
who have a few rupees to tip the patwari or the qanungo, are generally instrumental in 
altogether devastating many a happy and peace-loving family. Sometimes it also happens 
that members of one family, by dint of underhand dealings, are able to secure taqavi 
for as many as ten of them, while other persons are falling victims to the merciless 
ravages of famine or other calamities. 

The following improvements will be feasible : — 

(i) The Government should keep a larger stock of funds to meet the taqavi demand, 
(ii) Officers should not be allowed to entrust the entire responsibility of preparing 
the statements to the patwaria and qanungos. They should themselves 
receive applications and should direct the attestations to be made in their 
own presence. 

*^Ai Bahadur Thakur Baohotath Singh. 
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(iii) Joint liability should be completely abolished.' 

(iv) So far as possible it would be proper to classify' the persons to whom the loan. 

is advanced, and people of one status should be grouped together. 

Question 6. — It is very seldom that cultivators combine to produce any particular 
crops. Such combination is extremely desirable in case of \ intensive cultivation when, 

valuable crops, such as sugarcane, potato, tobacco, etc., are required to be produced. Such 

crops which require a large investment of capital and labour cannot yield very successful 
results without a combination which would not only solve the difficulties of inadequate 
capital but also of the paucity of labour. It is also possible if th^ benefits to be derived 
from such a combination are fully brought home to the cultivators aiM a sense of responsi- 
bility developed in them. The Co-operative and Agricultural departments should be directed! 
to take effective measures in this direction. \ 

Question 7. — There are several defects in agricultural borrowingf of the present 
day— . . \ 

(i) The mahajans who advance loans in grain generally try, and ^ccessfully too, 

to dispose of rotten stuff to the borrowers. V 

(ii) The rate of interest charged from the agriculturist is exorbitantly high, and 

it is not possible for him easily to pay off the amount while sAill providing 
for himself against a rainy day. V,^ 

(iii) In the absence of adequate banking facilities, the borrower has to knock' about 

from place to place, and it is not seldom that his actual needs are not 
satisfied. 

(iv) The mahajans usually practice deception upon the ignorant borrower, and the 

result is that ultimately the land is passing out of the hands of agricultural 
to non-agricultural classes, which is fraught with serious danger of perma- 
nent deterioration in agricultural efficiency. 

(v) The principal remedy lies in the spread of education and the expansion of co- 

operative activities with lots of propaganda. Enactments similar to the 
Punjab Usurious Loans Act and the Bnndelkhand Land Alienation Act arc 
highly desirable. It is also desirable that the village moneylenders should be 
heavily taxed. 


Part B. — Agriailtural borrowing for purposes of marketing. 

Question 1. — It is very seldom that there is direct dealing between the producer and the 
consumer. Middlemen always intervene. Generally, petty mahajans of the village pur- 
chase produce at the Ijarvest time and sell it to arhatias who are either themselves t.he 
real purchasers or the agents of some bigger firm. The produce is also sometimes- 
brought to the nearest village market (grain houses) and sold to the arhatia direct. Ba^ks 
lend money to bigger mahajans or exporting firms at interest of from 8 to 10 per cent., 
and the petty banias generally get money from the mahajans and pay about 12 per (ent. 
interest. 

There is no marked variation in the methods of marketing according as the crop is 
one mainly for domestic consumption or one mainly sold in the market. 

Question 2. — ^Money to finance the marketing of crops in the majority of cases comes 
from petty mahajans or grain merchants who either provide their own money or the 
money received from bigger mahajans or exporting firms. These big mahajans or firmer 
have got dealings with commercial banks. 

The co-operative societies that exist in the district do not do anvthing in this direc- 
tion. It is very highly desirable that their activities should be directed to this end. 

Question 3. — (i) The local moneylender purchases at least one seer a rupee above the 
market rate. 

(ii) Commission agents charge one pice a rupee. 

(iii) Brokers or dalals are not found in the district. 

(iv) Beoparis very seldom deal direct with the cultivator, and if they do, they 

charge at least one pice a rupee. 

Cotton is not produced in the district and there is no cotton market. There is uo 
difference between charges for wheat and sugarcane. 

There are no other incidental charges except when the produce is brought within 
the municipal limits when octroi duty has to be paid. 

Bai Bahabxje Thakur Baghttnath Singh. 



Question 4. — Gram is generally stored in earthen pots, kachcha bins or in tat tat 
granaries. The chief defect is that in all these systems of storage there is no arrange- 
ment for keeping the grain in an air-tight place and free from moisture, — and hence 
tha danger of its being weavilled. 

The line of improvement may be one of the following : — 

(i) The gram should never be stored in kachcha bins as there arc crevices in 

between the- various parts of which it is made. 

(ii) When the gram is to be stored in an earthen pot, the pot should be placed 

oil a thick layer of sand and only three-fourths of it should be filled with 
gram over which a piece of sack or cloth should be spread, the remain- 
ing one-fourth to be filled up with sand or ash. If the grain stored is for 
seed purposes, powdered naphthaline may also be added with profit. 
The mouth of the pot should be covered with an earthen dish and sealed 
with a thick layer of earth and cow-dung. 

(lii) The pot in which grain is to be stored should be filled with it only up to 
three-fourths of its capacity. Then a diya (earthen lamp) with a small 
quantity of organic oil should be put over the grain and lighted, the mouth 
of the pot to be sealed as above, 

(iv) The grain should be thickly mixed with lime and stored. 

(v) The flooring of the granaries {hakharis) should be pakka and their corners 
should be convex from inside. Coal-tar should bo painted on the floor and 
up to a height of 4 or 5 feet. The grain before being stored should be 
carefully cleaned and some sulphur burnt inside the granary, the gianaiy 
to be filled as usual and covered, some pieces of cloth soaked with carbon- 
di-sulphidc to be introduced in the granary before covering it with grain cbali*. 
The grain stored in the market is heaped under some covered place or put in grain 
sacks. The improvements suggested above will all do good in such cases also. Iron giana- 
ries can with advantage be used in place of earthen ones. 

Question 7. — Cultivators do not c*ombine for marketing of the crops. But it is 
highly desirable that co-operative maiketing should bo introduced. It is quite possible. 


Rai Bahadub Thakur Raghunath Singh. 
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Mr. BANWARI LAL, Chairman, Municipal Board, Gonda. 


Replies to the questionnaire. 


I. — Agbicultural credit and credit facilities. 

Part A. — Agricultural borrowing for purposes of production. 

Question 1. — The agriculturists who borrow money may be divided into two 
classes — 

(a) Petty agriculturists of generally low caste. 

(b) Big agriculturists. 

The first class generally borrows from the zamindar or tenant-in-chief from 
whom he holds as sub-tenant, the method of repaying being service. It may be noted 
that the high caste agriculturists do not till the land by their own hands. They have, 
therefore, to engage men of low caste to do the tilling for them. Therefore, in order to 
secure the services of these low caste tenants* money is offered to them in advance on exe- 
cuiion of a bond carrying a very high rate of interest. The poor illiterate people, not 
knowing the consequence, willingly enter into the trap laid for them. 

The second class generally borrows from the village moneylenders. Credit co- 
operative societies m this district are rare. 

Agriculturists borrow for the following purposes ; — 

(i) Repayment of earlier debts (not generally). 

fii) Payment of accumulated interest (often). 

(iii) Marriage and other social functions (25 per cent.). 

(iv) Pamme and other kinds of distress (25 per cent.). 

(v) Payment of land revenue or rent (very often for the former if he is a pro- 

prietor of land). 

(vi) Seed (not very often). 

(vii) Manure (rarely). 

(viii) Expenses of cultivation (often). 

(ix) Agricultural implements (often). 

(x) Litigation (25 per cent.). 

(xi) Purchase of plough or other cattle (sometimes). 

(xii) Sinking of wells (rarely). 

(xiii) jQlher agricultural improvements (rarely). 

(xiv) Subsistence (often). 

The whole of the debt is taken from the village moneylenders or from the zamindars. 
Two-thirds are incurred in cash and one-third in grain. Two-thirds are taken for long 
periods and one-third for short periods. 

Question 2. — ^The rates of interest are from 25 per cent, onwards on cash debts. 

Grain debt is generally paid in grain — the percentage of interest is not less than 
indicated above. 

The interest is compounded after a period specified in the bond or settled orally. 

The rates of interest are certainly most exjorbitant. 

The first instalment of interest is generally deducted from the principal when the 
money is advanced. Nazrana is often taken by the lender, which varies from 6 to 2 per 
cent. The truth is that many of the low castes having once borrowed have to pay by 
serving for their lifetime. It is not easy to escape after having once entered into a loan. 

Question 3. — Sometimes the money is borrowed on the security of standing crops 
or building or the tenancy land in the case of tenants. In the case of zamindars the 
money is generally advanced on the security of land. In the case of tenants money is 
generally advanced on the security of ornaments or their own personal service. 
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It is correct to say that the better the title to land the greater the amount of in- 
•debtedness. 

Most of the debts of zamindars are on t^e security of land, i.a., mortgage. Un- 
secured debts in the case of zamindars will be one-fifth of the secured debts. 

Question 4. — The usual methods of enforcing payment of debt from tenants of low 
caste IS service. They go on renewing the bonds. A suit is only brought when another 
has taken the man away in his service by making an advance. In other cases payment is 
enforced first by the attachment of movables, and then property, j.e., standing crops, 
houses, etc. 

There is certainly a difference in the rates at the time of borrowing grain and 
repaying it. The cuhivators can always know the prevailing market rates through the 
persons who go out from the market into the villages to purchase. 

Question 5. — ^Most certainly the cultivator does not take full advantage of the 
facilities provided by the Agriculturists Loans Act and the Land Improvement Act. The 
pat wan is one reason and the collectors of taqavi another. 

There are the following defects in the present laqavi system : 

(i) no one takes the responsibility of the grain supplied for seed. The seeds in 
many cases do not germinate. It should bt provided that someone will be responsible 
for this. 

(li) Special < fficers should be deputed for the purpose This should not be treated 
as an additional burden to the magisterial work of £ub-divisional ofiicprs. 

(ill) The taqavi should not be given unless it cannot be done without. 

(iv) It should be notified to the public that nothing out of this should go to anyone. 
All is theirs. 

(v) The taqavi oOicer should go to each village and distribute iaqavi there. 

(vi) If it be possible, where there are big zamindars, the faqain should bo given 
to the zamindar, so that he should distribute it to his tenants under the supervision of 
the officer specially deputed for the purpose. The zamindar and tenant should be held 
jointly responsible. This will produce the following good results : — 

(a) Unless necessary the zamindar will not agree to taking taqavi. 

(b) The whole amount will go to the tenant if a little aupervision is kept. 

(c) In realisation it will be easier for the Government, and the tenants will have 
to pay only what is due from them. 

Part B. — Agricultural borrowing for purposes of marketing. 

Question 1. — The principal crops are brought to market generally by (he village 
sahukars to be sold on commission, or by banias who, when the crops are ready, go to 
different villages and purchase the crop at the spot. 

Question 3. — The cuHivators generally sell their produce at the spot where they are 
promptly paid. 

Question 4. — The cultivators, after reaping and threshing the grain, generally store 
it in big earthen dehries where it is generally safe from the attacks of rats. The system 
of village storage is quite satisfactory considering the meagre resources of Indian culti- 
vators. 

In the case of markets the gram is fetched in carts or in gunny bags on mules, and 
at the shop of the bnnia or Ihc mahajan it is stored in pite gunny bags. The defect 
in this system lies in this lhat the grain is liable to deterioration, di’-tiiiction, nr at least 
reduction by the attacks of rats and insects. Moreover, the rooms in which these 
sacks are stored arc dark and damp places which destroy the freshness of the grain and in 
many cases if is rendered unfit for human consumption. If they keep the grain in rooms 
specially constructed for the purpose or in cemented pits, or at least in dehries, the result 
would be marvellous. 

Question 6 — The system of licensed warehouses would work admirably in India 
provided the local authorities can be made to take more practical interest in the general 
welfare Government assistance would be necessary, first, in the shape of constructing 
model warehouses and demonstrating the utility of storage therein to the grain dealers, 
and, secondly, in enforcing the compulsory storage of all grain in such warehouses only. 
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Question 7. — Ths cultivators do not combine together to market their produce in thik 
^strict. However, stray cases of co-operation are found when some of the cultivators 
join together in bringing their crops to the near-about markets in separate carts. This- 
co-operation, as will be seen, merely amounts to association and companionship. Com- 
bination, though possible, is not desirable, as it is sure to lead to fracas and consequent 
litigation in the circumstances in which they live. 

Part G,— 'Extent and nature of agricultural indebtedness. 

Question 1. — The farmers are over head-and-ears in debt to the village mahajans or 
zamindars who are always on the lookout to derive any advantage they can therefrom. 
They take care that “once a debt, always a debt.’’ 

An estimate of indebtedness can be made by taking into consideration the follow- 
ing items which form the necessary expenses of the cultivators plus the high rate of 
interest wdiich they have to pay to the moneylenders, and deducting therefrom the annual 
or monthly income of the cultivators : — 

(1) Cost of production, including expenses for securing seed, manures, implements, 
wages of labourers, depreciation charges, interest, etc. 

(2) Occasional expenses for ceremonial purposes. 

(3) The standard of living of the cultivator and his family. 

(4) All other illegal exactraents by the zamindar, the police, and the mahajan and' 
the patwari. 

The above items are to be deducted from the proportionate net income of the 
cultivator, which will generally be less than the above expenses. The result will be 
a good estimate of the indebtedness of one agriculturist family for a particular period, 
and from such statements we can very well arrive at an approximately correct estimate 
of the indebtedness of one particular village or province. 

It IS possible to distinguish between debts secured on mortgage or otherwise, but 
here some debts are secured on personal service for a particular period though, in fact, 
such a debt is never repaid. The amount of debt secured on land mortgages is far 
greater than that secured on the assets of the debtor. 

Question 2. — The principal creditors of the agriculturists are the village mahajans, 
the hanias, who are in fact grain-dealers and who give loans in advance, and the village 
zamindars, specially the Brahmans. 

There is no government or indigenous bank in this district. Even if such banks 
did exist, I doubt very much how far they would afford facilities to those poor cultivatois 
who are in the habit of borrowing very small sums. The co-operative societies, however, 
have very recently begun to render some help to the cultivators, but it is insignificant. 

The richer agriculturists are not generally in the habit of helping their poor fellow- 
brethren, and in cases where they do, the debt is mostly secured by mortgage of property. 

Taking the village as a whole, I think the village' mahajan or sahukar is responsible 
for 40 per cent, of the local debts incurred, and the grain dealers, the banias, for nearly 
40 per cent., and the zamindars, for nearly 20 per cent. An individual cultivator, however, 
is not in the habit of borrowing from different people. He has one creditor from whom 
he always borrows. 

Question 3. — The farmers in this province do not own the land themselves, and 
hence the enforced payment of debt does not affect the transfer of land from agriculturist 
to non-agriculturist. 

In case land is transferred from the possession of efficient farmers to these who are 
inefficient, the natural result would be the reduction and deterioration of the produce due 
to the ignorance, inexperience and less skill of the new cultivators; but, as already 
pointed out, this state of affairs does not exist. 

Question 4. — ^No true estimate of the indebtedness of the land -owning classes is 
possible, but it is a well-known fact that the bigger the zamindars the greater are they 
in debt. It has become a fashion with the big zamindars and taluqdars of Oudh to incur 
heavy debts for unnecessary and pompous purposes. 

Question 5. — Their lack of education, their consequent lack of foresight, their 
luxurious habits, their conservative and conventional habits, their quarrelsome and litigious 
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nature, and, above all, their stupidity m heavily bribing the police and other government 
olficers on even very small matters, are responsible for their heavy indebtedness. 

No proper estimate of the indebtedness due to each of these causes can be given 
as the percentage due to each item varies with different individuals. 

Question 0. — The land-owning classes are generally charged a lower rate of interest 
on the security of their land than the cultivators. The rate of interest generally varies 
from to 21 per cent. 

Part D,— Credit facilities in respect of agricultural production and marketing. 

Question 1. — Agricultural credit is provided by the professional moneylenders, grain 
merchants, namely the hanias, and to a very little extent by the co-operative banks. 

The existing credit facilities are not adequate. The extension of co-operative so- 
<;ieties on the Kaiffiesen system on a very large scale, as well as the establishment of 
joint-stock banks lending capital in small sums and maintaining their branches in the 
suburbs and big villages, will, I hope, adequately meet the financial needs of the culti- 
vators. 

In the present state of things it is not possible for the village people to 
-obtain money on loan to the extent required from any other source except the hania 
or the mahajan. The co-operative banks that have been established are too few to 
meet the requirements of the villagers. In fact, there is no real system of agricultural 
credit at present. The causes why credit facilities have failed in their objects are the 
strong hold of the bania or the mahajan over them, coupled with their ignorance which 
does not make them realise the benefits of co-operntion. The want of faith in the success 
of the movement by those who possess and who can invest money, combined with the 
short-sighted policy of the co-operative banks in not allowing the cultivators to borrow 
money sufficient to pay off their prior debts to their mahajan, have only augmented the 
seriousness of the situation. The proper steps to be taken in this connexion have already 
been pointed out above. 

Question 4. — There is a vast difference in the matter of credit facilities between 
internal and overseas trade. In overseas trade the exporter or importer can obtain a 
sufficients upply of cheap money through various agencies, e.g., the joint-stock banks, the 
Imperial Bank, and many other private banks. The shroffs of the big cities and towns 
render valuable help in this direction. Moreover, the merchants can very well carry on 
their work without any credit facilities whatsoever, since by the device of bills of exchange 
the importer is not required to pay the price of the goods before some months, generally 
93 days, have elapsed from the date he receives the bill of exchange, and the exporter, 
if he likes, can be promptly paid by many other firms doing banking business, even 
though the importer has not paid. But this is not possible in the internal trade as it 
exists m these districts where, in every transaction, payment has to be promptly made. 

Part E. — Land-mortgage hanks. 

Question 1. — ^Nearly cent, per cent, of landlords can obtain loans for long periods. 
Tenants generally can get short-term loans. 

Question 2. — Long-period advances are available on the security of land, houses, and 
shares in immovable property, coupled with personal security. The mahajan does not 
put much faith in their readiness to pay back their debts and would not, in any case, 
advance a sum for a long period unless some immovable property is forthcoming. 

Question 3. — ^Non-transferability in the case of tenants acts as an imepdiment 
to long-term credit and increases the rate of interest. 

Question 4. — The occupancy right does not serve as an adequate security for long- 
term credit. 

Question 5 . — The establishment of a land mortgage bank would solve the problem 
of long-term advances in this province. 

Question 6. — Only one such bank will suffice. 

The land mortgage banks should have both their own share capital as well as a 
government guarantee of a minimum interest on working capital for a fixed period, 
IMr. Banwari Lal. 
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The latter is necessary in order to secure a sufficient amount of working capital in a 
province where people are very shy in investing their own funds in an enterprise. The 
amount of capital should be fixed by the method of investigation suggested in previous 
notes. The government guarantee should cover the whole amount. 

The share capital sJiould be available to all who may be willing to subscribe. 

With a government guarantee there is no danger of the share capital not being 
taken up by the public, but if any such thing happens, the Government ought to sub- 
scribe the balance in the beginning and should withdraw their own funds gradually as 
private advances arc forthcoming. 

The management, etc., of a laud mortgage bank should be the same as for other 
banks. 

The maximum period of loans advanced by a land mortgage bank should not be 
more than 20 years, and the margin between the amount of loan and the value of 
a mortgage nearly 20 per cent. 

Land mortgage banks should obtain working capital from Q) deposits, (ii) deben- 
tures, and (lii) a central institution. 

Debentures shoud carry a government guarantee for both principal and interest. 

If debentures are not taken up by the public within a certain time, Government 
should take up the balance. 

Government should be safeguarded against loss by appointing its own manager 
and nominating at least half of the members on the Board of Directors. 

The following changes in the existing law, or special arrangements, in favour of 
land mortgage banks are suggested ; — 

(i) issue of certificates of encumbrances by the registration offices either free 

or at a removal charge; 

(ii) abolition or reduction of stamp duly, registration charges and court-fees; 

(ill) notification of proposed mortgages; 

(iv) simplification of the process of foreclosure and sale in the event of non-pay- 

ment; and 

(v) power to manage defaulting estates. 

All the above proposals are very sound and should be adopted as early as possible. 

The provincial land mortgage banks should be co-ordinated under a central mort- 
gage bank T^hose constitution should be like that of the Imperial Bank of India. 

Question 7. — The value of land can be estimated by looking into the previous sale 
deeds relating to the plots near about, as well as from the rent and the class of lands as 
laid down in the roster register. 

The value of land per acre does not differ according to the crops grown on it. Land 
is divided into three classes, goind, manjhar and pa/o, and its value depends on the 
classification. The fertility of the soil and its situation also determines its value. 

There is really no difference between the prices of land obtained in sale by 
Government for non-payment of revenue, by sale on a court-decree, or by private nego- 
tiation unless there is a suit framed or want of sufficient notice or proclamation. 

The proportion of the annual net yield of average quality land to its market value 
under normal conditions is one-tenth. 
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Rai Sahib Babu PATHAK HAR SAHAI, Chairman, Municipal 

Board, Etawah. 

Replies to the questionnaire. 


I. — Agricultural credit and credit facilities. 

Part A, — Agricultural borrowing for purposes of production. 

Question 1. — The agriculturists in my district borrow from Government 16 per cent., 
co-operative societies 20 per cent., and from village moneylenders, 66 per cent. The 
debt is distributed among ithe following purposes in the proportion noted against 
each : — 

(i) Repayment of earlier debts, 10 per cent. 

(ii) Payment of accurimlated interest, 10 per cent. 

(iii) Marriage and other social functions, 16 per cent. 

(iv) Famine and other kinds of distress, 30 per cent. 

(v) Payment of land revenue or rent, 7 per cent. 

(vi) Seed, 2 per cent. 

(vii) Expenses of cultivation, e.g., wages of labourers, 1 per cent. 

(viii) Litigation, 5 per cent. 

(ix) Subsistence, 20 per cent. 

The total debt incurred in cash is 76 per cent. ; and in grain 25 per cent. ; and 
25 per cent, of the debt is incurred for short periods and 75 per cent, for long periods. 

Question 2. — The rates of interest charged in my district are — for cash advances 
24 per cent.; for loans in kind for seed 60 per cent., and for other loans in kind 24 
per cent. 

The interest is calculated at compound interest half-yearly. The rates of interest 
in my opinion are exorbitant. 

There are no other charges incidental to the grant. 

Question 3. — In the case of borrowing for agricultural purposes security takes the 
shape of land mortgage, standing crops, and ornaments. 

It is correct to say that tlie better the title to land the greater the amount of 
indebtedness. 

The comparative extent of indebtedness of landlords and tenants is 36 and 66 per 
cent., respectively. 

The amount of debt secured on land mortgage is increasing. Seventy-five per cent, 
of the debt is secured on land mortgage. 

Question 4. — The usual method of enforcing repayment is by means of filing a suit 
in a civil court. 

Generally, the tenants borrow grain in weight and they repay it in weight, along 
with interest of 60 per cent, in kind, and there is no difference in the market rates and 
the rates at which they take it. The farmers often go to the nearest market to ascertain 
the rates. 

Question 5. — The cultivator does not take advantage of the facilities provided by the 
Agriculturists Loans Act and the Land Improvement Act. 

He takes taqam for seed and cattle in abnormal years; in normal years he does 
not freely take taqavi, and for tanks and wells very few of them do so, the reason being 
the fear of repayment at the fixed time, while to the village moneylender he pays in 
instalments if he fais to pay at a certain fixed time. 

In abnormal years 75 per cent, of the cultivators borrow money and in ordinary 
years 25 per cent. 
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The defect, if it can be called a defect, in the taqavi system is that the cultivators 
are not leniently dealt with at the time of realisation. The system can be improved if 
taqavi were distributed through the zamindarSf who better know the real condition of the 
tenants. 

Question 6. — I do not know of any instance where cultivators combine together to 
produce particular crops. Combination is desirable and possible. 

Question^ 7. — There are defects in the agricultural system of borrowing, as the vil- 
lage moneylenders charge very high rates of interest, the Government expects repayment 
at the fixed time, and the co-operative societies have not got enough to satisfy their wants. 

Co-operative banks should be helped, and there should be leniency in the realization 
of taqavi. 


Part B. — Agricultural borrowing for purposes of marketing. 

Question 2. — The lenders obtain money to finance the marketing from banks at 
the rate of 7 per cent, and from the grain merchants at 9 per cent. 

There is a co-operative society in my district, but so far as I know it never assists 
in marketing the crops, as it does not possess sufficient money for the purpose. I think 
it should help. 

Question 3. — The cultivator gives to the arliatia on wheat chhatak per rupee and 
on cotton 2 chhataks per maund as jhori. There are other charges at the rate of 10 seers 
per bullock cart containing 20 maunds of grain. 

Question 4. — The cultivators store their grain generally in hakharis and kuthlas 
tearthen pots big enough to contain 20 to 25 maunds of grain), Khattis are better than 
these because they are not damp, where water is not near. 

In the markets the grain is stored in khattis. 1 think the present system is not 
defective. 

Question 5. — ^Three-fourths of the value of the grain stored in the market is lent by 
the bank on credit. 

Question 6. — If the American system of licensed warehouses were introduced here 
it would be bettter, but I think it would be difficult in India without Government help. 

Question 7. — I do not know of any instance where cultivators combine together 
to market particular crops. The system is desirable and possible. 

Question 8. — The system of weighment in the market with which I am acquainted 
is satisfactory, but not in villages. 

Question 9. — Exporting firms and companies are guilty of speculative dealings in 
agricultural produce. To a great extent these firms and agencies control prices ' of such 
produce. 

The cultivator’s profit is seriously affected by such dealings and such control. 

The condition of the cultivators, the majority of the Indian population, can be 
improved by the control of export of Indian grain by imposing high export duty. 

Part G. — Extent and nature of agricultural indebtedness. 

Question 2. — The principal creditors of the agriculturists are professional money- 
lenders and grain dealers. 

The richer agriculturists lend to the poorer ones from Es. 10 to Ks. 100, according 
to their ability to do so, while on land mortgage they lend even more. 

Sixty per cent, of the debt is due to the village moneylenders and grain dealers, 
26 per cent, to Government, and 15 per cent, to the banks. 

Question 3. — I do not think that as the result of the enforced payment of debt, land 
and the rights in land are passing in any marked degree from the possession of people 
who are efficient farmers into the hands of creditors who are not themselves efficient 
farmers. The land of only such farmers as are not efficient farmers is going away from 
their possession. 
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Question 3A. — The operation of the Bundelkhand Land Alienation Act in the United 
Provinces has not resulted in any undue restriction of an agriculturist’s credit. Nor 
has it resulted in any marked degree in the replacement of an ordinary hania by an 
agriculturist moneylender. Money is lent by agriculturist moneylenders on the patta 
system. 

Question 4. — The big landlords borrow money by writing a hundi, so it is difficult 
to make an estimate of the total amount of debt of the zamindars of my district. But 
this much I can say that 70 per cent, of the zamindars are over head-and-ears in debt. 

Question 6. — The causes of the indebtedness of the zamindms are famine, increase 
of expenditure in marriage and other social functions, dearness of grain even daring normal 
years, and the payment of government revenue when they could not realise the arrears of 
rent from the agriculturist. 

Generally 25 per cent, of the total debt is taken for marriage and other social 
functions, 40 per cent, for subsistence, and 35 per cent, to pay the government revenue. 

Question 6. — At times the land-owning classes have to pay dalali. The zamindars 
have to pay less interest than the tenants. 

Part D. — Credit facilities in respect of agricultural production and marketing. 

Question 1. — The Government by means of giving taqavi, the Imperial Bank of 
India and co-operative banks by lending money in cash, and the professional money- 
lenders and grain merchants by lending money in cash and kind, help the agriculturists 
in crop production. 

The existing credit facilities are not adequate, as the village moneylenders charge 
very high rates of interest. The position can be improved by laying down a certain 
fixed rate of interest, so that the village moneylenders may not exact too much interest. 

Question 2. — -In the marketing of crops the Imperial Bank of India and the co- 
operative banks lend money at the rate of 9 per cent. 

The existing credit facilities are adequate, but they can be increased by reducing 
the rate of interest. 

There are defects in the existing system of agricultural credit. These can be 
removed by making it a law that no one is legally entitled to take more than a certain 
'fixed rate of interest. 

Question 3. — There is very little co-ordination among the various credit agencies. 
There is scope for improvement. 

Question 5. — It is possible to form an estimate of the total amount of capital 
required for agricultural finance for a district. I would calculate the amount on the 
basis of the requirements for seed and cattle and the number of labourers required. 
Roughly speaking, it would require about Rs. 2,00,00,000. 

Part E, — Land-mortgage banks. 

Question 1. — Loans are obtainable for long periods in my district by landlords and 
tenants of various kinds in the proportion of 76 to 25, respectively. 

Question 2. — Such long-period advances are available on land security and on re- 
gistered or unregistered documents and ornaments. 

Question 3. — Non-transferability in the case of tenants (other than fixed-rate tenants) 
acts as an impediment to long-term credit and increases the rate of interest. 

Question 4. — The occupancy right does serve as an adequate security for long-term 

credit. 

Question 5. — ^The establishment of land mortgage banks would solve the problem 
of long-term advances in this province. 

Question 6 . — There should be two such banks, one confining its business to farmers 
and small landowners and the other to the big landlords. 

The two banks should be on helping terms to each other, and there should be 
co-operation between the two. 
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In the land mortgage banks there should be a government guarantee. The amount 
should be according to the capacity of the bank. 

The share capital should be available for subscription to the public. 

In case the public does not take up the share capital, the Government should under- 
take tho obligation of subscribing the balance. 

The management of such a bank, its directors, etc., should be on the lines given 
in the brief note on land mortgage banks appended to the questionnaire. 

In my opinion the maximum period of the loans advanced by a land mortgage bank 
should be about 30 years. 

The land mortgage bank should obtain working capital from deposits, debentures, 
and a central institution. 

The Government should guarantee such debentures. 

If the debentures are not taken up by the public the Government should take up 
the balance. 

Debentures should rank as trustee securities. 

The Government should be safeguarded against loss by being empowered to enforce 
repayment of debts according to the rules of the bank. 

There should be all the five changes given in the questionnaire and special arrange- 
ments should be made in favour of land mortgage. 

Question 7. — The value of land should be calculated on the basis of fertility of the 
soil, its production, and its nearness to a canal or distributary. 

In my district the value of land per acre varies according to the crops produced. 

There is some difference between the prices of land (i) obtained in sale by govern- 
ment auction for non-payment of revenue, (ii) obtained by sale on court decree, and (iii) 
obtained by private negotiation. 

The land which yields an annual net income of Es. 6 is worth Rs. 100 under 
normal conditions. 


Part 0. — Small industries allied to agricultme. 

Question 1. — There are the following subsidiary industries supplemental to agricul- 
ture such as f;wr-making, cot ton- ginning, growth and manufacture of tobacco, vegetable 
and fruit growing. 

Question 2. — ^The condition of the abovemenlioned industries in my district is not 
good as the method of working them is old and not refined, except in the case of vegetables. 

The producer*? should be taught to produce them by refined methods, and institutions 
should be opened to train the cultivators, and the zamindars should be asked to help them 
by opening such farms. 

Question 3 — The farmer, during the off-season when he is not fully occupied in agri- 
culture, should learn some handicraft, the methods of agriculture, should make ropes, nets, 
mats, sacks and other useful things. 

The working capital for such enterprises may be secured from banks, or funds 
should be opened by subscriptions. 

Part H. — Small urban industries. 

Question 1. — ^Thc agriculturists do not follow such trades that require a great amount 
of money : they simply keep cattle, such as cows, she-buffaloes, bullocks and goats, and 
to purchase them they borrow money from the village moneylenders. Generally, they 
take these cattle from cattle-dealers and gipsies and pay them by instalments. 

The artisans are very few and they get their raw material from the villagers. 

Shoes, ropes and earthen wares are disposed of in the market, and other things are- 
consumed in the village. 

The large dealers get a profit of about 1 to 6 per cent. 

Question 2. — ^There are no karhhanas other than cotton mills. 

There are no harkhanas where workers are employed under master artisans. 

There is no tendency for the artisans to drift from their homes. 
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Question 4. — ^There is a co-operative society of cotton mills. 

Question 6. — An industrial bank would be a suitable method of improving the pre- 
sent sytem of financing small industries, but a joint-stock bank would be better. 

It should issue loans to individual artisans or firms. 

Question 6. — Sales associations can be of effective assistance in advertising and 
marketing art wares. 


II. — ^Indigenous banking. 

A, — Organisation of indigenous hanking. 

Question 1. — There are several kinds of indigenous bankers (kothivmls and mahajans) 
in my district. 

They follow different kinds of business. 

Indigenous bankers combine other business with their own. Their principal busi- 
ness is moneylending, and their subsidiary business gold and silver transactions, to store 
grain, glii^ cotton and oilseeds. 

Question 2. — Sixty per cent, of their money is invested in trade and 40 per cent, 
in industry; only the village moneylenders invest in agriculture. 

D. — Exchange and money market. 

Question 1. — There is a money market in the ganj in the city. It is linked with 
such important money markets as Cawnpore, Calcutta, Bombay and Delhi. 

Question 2. — The brokers take dalali which varies according to the profit of the 
transaction. Sometimes they get six pies per rupee and sometimes more or less than that. 

G . — Consolidation of indigenous hanks. 

Question 2-A. — It is possible and desirable to set up a class of licensed or registered 
moneylenders with special facilities and privileges whoso operation may be controlled by the 
State in the interests of agriculture, small scale trade and small scale industries. They 
should be restricted to lend for productive purposes only and the rate of interest should be 
low. 


III.-— Investment habit and attraction of capital. 

A. — Encouragement of saving and investment hahit. 

Question 1. — There are three banks in my district, — the Imperial Bank of India, 
ihe co-operative bank and the Allahabad Bank. 

They are not adequate. 

Question 2. — For encouraging the habits of saving and investment there are the 
following means : — 

Savings banks, the Imperial Bank, War bonds, promissory notes, cash certificates, 
etc. They provide full facilities to the public for the investment of their savings but 
require improvement, specially outside the principal trade centres. 

• Question 3. — The people of my locality are in the habit of investing money in gold 
and silver; 25 per cent, of the money is invested in them. 

Question 4. — Postal cash certificates are not very popular in my district. 

Steps can be taken to encourage their popularity by revision of the rate of interest 
and by change of the existing terms of issue. 

Question 4-A — ^In India it is possible to carry on the national savings movement as 
in England. 

Question 5. — The post office savings banks afford adequate facilities to the investing 
public. The facilities can be etxended by keeping all the savings banks accounts ia 
vernacular and by making the people familiar with them. 

Bai Sahib Babu Pathak Har Sahai. 
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Question 6. — It is true that the rates of interest on postal cash certificates and 
treasury bills are so favourable as to create competition between Government and banks 
in attracting money. Such competition is healthy. 

Question 7. — The issue of gold cash certificates will to a great extent increase the 
saving and investment habits of the people. 

Question 8. — If public bodies like municipalities were to afford savings bank’s facili- 
ties it will promote saving habits. But it is very difficult for the municipalities to carry 
on the work. 

Question 9. — All facilities for purchase and sale of government securities are at 
present afforded by Government, the Imperial Bank of India and other banks. 

Farmers should be given special facilities to take up some form of government 
security. 

Question 10. — All the facilities that they can afford for purchase and sale of securi- 
ties other than those of Government are given by the various financial agencies. 

Question 11. — The farmers in my district deposit their surplus money in savings 
hanks, or spend it on buying zamindari and storing grain. 

Question 12. — They invest their surplus funds in a prosperous year in the purchase 
of ornaments and cattle, and lend money to the farmers on land mortgage. Their capital 
is not increasing, but is decreasing. 

Question 13. — ^It is quite true that in India the banking and investment habit is of 
very slow growth. The habit can be improved by keeping all the bank accounts in verna- 
cular and by Government carrying on propaganda. 

jB. — Cheque habit. 

Question 1. — The cheque habit is increasing in India. 

Question 2. — The abolition of stamp duty on cheques has led to increase in the use 
of cheques and the opening of more accounts. 

Question 3.' — Thehadars, share-holders of a bank, the municipal hoards atod 
district boards use cheques. 

Question 4. — The habit of using cheques can be improved by paying government 
servants by cheque. 

The post office should open cheque accounts in cities but not in villages. 

Question 5. — If the zamindars are obliged to accept payment by cheques it is possible 
'for the illiterate to use cheques. 

G. — Vernacular scripts in hanking. 

Question 1. — There should be vernacular script in banking. 

Question 2. — It would be better if Nkgri or Urdu script were introduced in banking. 


Hai 8ahib Babu Pathak Har Sahai. 
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Rai Sahib CHAUBEY SUDERSHAN LAL, Chairman, Municipal 
Board, Firozabad, District Agra. 


Replies to the questionnaire. 


{N.B. — These answers refer to conditions prevailing in parganas Firozabad and 
Etmadpur in Agra districts) 


I. — Ageicultubal credit and credit facilities. 

Part A. — Agricultural borrowing for purposes of production. 

Question 1. — The agriculturist borrows from all classes, and also from the zamindar; 
and for all the purposes mentioned in the questionnaire except for building of tanks. 

It IS difficult to give the proportion, even roughly, of the distribution of the debt 
among these purposes. He borrows less for agricultural improvements and manure than for 
other purposes. Chiefly he borrows for marriage, subsistence, seed and cattle. 

He borrows chiefly from the moneylender from whom he gets money with com- 
parative ease and convenience. 

Eighty-five per cent, of the debt is incurred in cash and the rest in grain. 

Generally the debt is incurred for short periods, the next crop being the promised 
time of repayment. 

Question 2. — The lowest rate of interest for cash loans is 2 per cent, per men- 
sem; it is generally Rs. 8-2-0 per cent, per mensem, if not more. Loans in grain for- 
seed are, as a general practice, repayable with an addition of one-fourth of it to the quantity 
advanced, or one-fourth of its price in cash. For other loans in kind the rate is slightly 
less. 

Interest is invariably calculated at compound rates. The rates of interest are un- 
doubtedly exorbitant. 

Generally in grain loans the moneylender advances 15 annas for a rupee and 
takes back Ee. 1-1-0 for a rupee. 

Question 3. — Generally no security is demanded by tbe moneylender. For the risk 
that he takes he charges a high rate of interest. The Government and the co-operative- 
banks bind all the borrowing tenants of a village for a loan advanced to any of them 
individually. 

It is a fact that the better the title to land the greater the amount of indebtedness. 
Middleclass landlords and occupancy tenants are generally more indebted than others of 
their classes. 

The amount of debt secured on land mortgage is increasing. Secured debts are 
increasing more than unsecured ones. 

Question 4. — The Government and the co-operative banks realise their dues by 
attaching all the movable property of their debtors, even those which are exempted by the 
Civil Procedure Code. The private moneylender has to wait till the tenant pays or he 
has to go to the civil court; of course the zamindar moneylender gives preference to the 
loan money over rent and the debtor- tenant cannot help paying the debt and remaining in 
arrears for rent. 

The cultivator has to borrow grain at a higher rate and to repay at a lower rate than 
prevails in the market for the time being. The tenants keep themselves in touch with 
the grain market in their towns and always know the prevailing market rate. 

Question 5. — The cultivator does not, or rather he cannot, take full advantage of 
the facilities provided by the Agriculturists Loans Act and the Land Improvement Act. 

The reason is that the money is insufficient. Either he gets no money when h©^ 
wants it, or gets much less than what he actually requires. 

^Ai Sahib Chaubey Sudershan Lal. 
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Taiiavi loans are advanced only in abnormal or famine years. It is very seldom 
that any loans lor sinking pakka 'welis are advanced to agriculturists. 

Tne hrst and patent defect in the present ta(iavi system is that the Government 
sanctions very liitlc money lor taqavi loans. The second defect is that the repayment is 
enforced very strictly, the tahsildar having to obey higher orders winch are ior realisation 
only : he has litle latitude to give any concessions m necessary cases. The third defect 
18 that the borrower actually receives less than what he borrows. The Government should 
sanction sufficient money for taqavi loans, and especially for sinking yucca wells ; repayment 
should be by instalments as in the case of loans for pakka wells ; and distributing officers 
should lake trouble to see that the whole borrowed amount goes to the borrower. 

Question 6. — Sometimes the tenants combine to produce particular crops, as in the 
case of sugarcane and zaid crops (vegetables). Such combination is possible and desirable. 

Question 7. — The one great defect m the present system of agricultural borrowing 
is the exorbitant rate of interest which the borrower lias to pay. This is attributable 
to the absence of sympathetic lenders, and also to the insolvent condition of the borrowers. 
The debt once incurred often becomes difficult to get iid of. Until the economic condition 
of the agriculturists improves, the only remedy is the extension of tho helping hand of 
the Government, which alone can be expected to be more helping than profiteering. 

Part B. — Agricultural borrowing for purposes of marketing* 

Question 1. — The produce which is not taken in the village either by the zamindar 

in lieu of rent or by the moneylender in lieu of his principal and interest, or by both for 

storing purposes, is brought to the town and sold to the various dealers for cash. I do 
not think there is any difference of method in the case of a crop that is mainly used for 
domestic consumption and one mainly sold in the market. 

Question 2. — There is no arrangement by which money is obtained to finance the 

marketing of crops. The produce is sold by the cultivator either for cash or in payment 

of dues. 

I am not aware of any assistance that the co-operative bank gives in the marketing 

of crops. If the bank purchases the produce in the village, the cultivator will be saved 

the octroi, weighing and conveyance charges. 

Question 3. — The cultivator ordinarily pays in the case of marketing his crop a 
weighing fee to the hanidf weighing and commission fees to the arhatia, and the 
dharmada or charity charges, which is generally one anna per cent., to the beopari. In 
Firozabad ho has to pay octroi duty for most of his imports in the town and he has to 
pay conveyance charges if lie has no loading animals of his own. 

Question 4. — The cultivator has got little to store. As soon as he reaps his crops 
demands for rent or for principal and interest are pressed on him, and he has to sell his 
produce fresh from his klialian. He simply keeps some coarse food-grams for his domestic 
consumption for a few months only. 

In markets grain is stored either in bags or on the floor of some room kept by 

the gram merchant till he gets an earl}^ opportunity to sell it with profit. Kliattis are 

used for storing gram for a long period. 

I cannot think of any improvement in the method. 

Question 5. — The stored grain is seldom used as security for a loan. It is not a 
general practice in this town. 

Question 7. — I know of no instances where cultivators have combined together to 
market particular crops. I do not think such a combination will be of much use to the 
cultivators. They cannot afford to have such an arrangement. 

Part C. — Extent and nature of agricultural indebtedness. 

Question 2. — Professional moneylenders (including zamindar moneylenders) and 
grain dealers are the principal creditors of the agriculturists. 

The richer agriculturist lends to the poorer to the extent of 20 per cent, at the most. 

Question 3. — ^Land and the rights in land are not passing in any marked degree 
from tlie possession of people who are efficient farmers into the hands of creditors who 
are not themselves efficient farmers. It is seldom that pattas (short termed they are) 
Hai Sahib Chaubby Sudbrshan Lal. 
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of agricultural lands are given to creditors who are non-agriculturists. The cultivatory 
rights are not transferable in the area to which the answers refer. Naturally the third 
cultivator or one on a short lease will not work so efficiently as the original cultivator. 

Part D. — Credit facilities in respect of agricultural production and marketing. 

Question 1. — ^For crop production the Government taqavi, the co-operative banks 
wherever they are, and the professional moneylenders all more or less help in providing 
credit. The existing credit facilities are however not adequate. The number of co-opera- 
tive banks should be increased and more money given in taqavi than at present. The 
existing system has proved ruinous to the agriculturists. The chief cause of it is that 
the debtor has to pay high rates of interest, and the helping hand of the Government 
is the only remedy that suggests itself to me. 

Question 2. — I do not think the credit agencies, mentioned above play any part 
in the marketing of crops. The existing credit facilities for this are almost nil. As 
there is no system of agricultural credit, there is no defect. The want of a system 
is the one iiatent defect. 


Pari E. — Land mortgage hanks. 

Question 1. — ^Landlords can obtain long-period loans to the extent of a few 
thousand rupees. 

Tenants as a rule generally cannot obtain long -period loans, although their in- 
ability to repay prolongs the period even to generations. 

Question 2. — The mortgage of land helps the landlord, but the tenant cannot give 
any security. Dearth of money and moneylenders is the special difficulty of long- 
period borrowers. 

Question 3. — ^Non-transfer ability in the case of tenants is an impediment to long- 
term credit and increases the rate of interest. 

Question 4. — ^The occupancy right being non-transferable is not adequate security, 
still the occupancy tenant being bound to the land and not expected easily to run away, 
his debt is believed to be more secured than that of other tenants. Occupancy tenants 
may be allowed to give zar-i-peshgi leases for a period of seven years at a time with an 
interval of three years between two such leases. This will help them much. Their right 
of cultivation need not be made transferable, for in that case, I fear, production will 
deteriorate. 


Part G. — Small industries allied to agriculture. 

Question 1. — Cotton-ginning, gfiir-making, hand-spinning, and vegetable growing are 
common in the villages as individual concerns. In the town of Firozabad there are 
several ginning factories employing hundreds of village people for the season. 

Question 2. — These industries, wherever tliey are, are giving good results. The 
first three industries mentioned above can give better results, if the farmers join to work 
them on a big scale in Iheir respective villages. They might collect their various products 
and work the three concerns together for gain according to the share of work done and 
material supplied. 

Question 3.— Hand-spinning will, I think, be an easy, practicable and profitable 
industry for a farmer in the off-season if it is organised by the co-operative banks in the 
villages within their business area on pretty big scales. The co-operative banks can easily 
supply the little working capital required for this enterprise in every village. 


Eai Sahib Chaubby Sudershan Lal. 
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The VILLAGE PANCHAYAT, LalganJ Bazar, district Rae BareU, 


Replies to the questionnaire, 


I. — ^Aqrioultueal obedit and credit facilities. 

Part A. — Agricultural borrowing for purposes of productfiou. 

Question 1. — The agriculturist in this area borrows from Government when the 
crops are not good : generally tenants take loans in the form of tagavi. Ordinarily, loana 
are taken from the village moneylenders. There are few co-operative banks; none near 
Lalganj. In some rare cases the agriculturist is lent money by Lalganj grain mer- 
chants. 

He borrows for all the purposes mentioned in the questionnaire, but rarely for 
manure and never for construction of tanks. The proportion due to each object is ae 
follows : — 

(i) Repayment of earlier debts ... ... ... 2 per cent. 

(ii) Payment of accumulated interest ... ... ... 1 ,, 

(iii) Marriage and other social functions ... ... 17 J ,, 

(iv) Famine and other kinds of distress ... ... 22 ,, 

(v) Payment of land revenue or rent ... ... 

((vi) Seed ... ... ... ... ... 6 ,, 

(vii) Expenses of cultivation ... ... ... n 

(viii) Agricultural implements ... ... ... 6 ,, 

(ix) Litigation ... ... ... ... 9} ,, 

(x) Purchase of plough or other cattle ... ... 7 

(xi) Sinking of wells ... ... ... ... 2 ,, 

(xii) Subsistence ... ... ... ... 8 ,, 

The debt is distributed between the lending agencies in the following proportion 

Government ... ... ... ... 10 per cent. 

Village moneylenders ... ... ... ... 90 ,, 

Of the total debt 75 per cent, is incurred in cash and 25 per cent, in grain, while 
75 per cent, is taken for short periods and 25 per cent, for long terms. 

Question 2. — The rates of interest are — for cash loans, 18 per cent, to 24 per cent, 
per annum ; for loans in kind, 25 per cent, to 50 per cent, per annum. 

Both simple and compound interest is charged as settled between the parties. 

The rates of interest are exorbitant. 

A charge incidental to the grant of loans is that for writing documents when incurred ; 
no dalalt is charged. 

Question 3. — ^In this neighbourhood the security is only that of the borrower, his 
house property, and generalre putation. Generally the money is given to persons without 
documents on the entry of it in the bahikhatas. Sometimes ornaments and standing 
crops are pawned. Lands are also mortgaged. 

The cultivator can only raise money according to his title in the land. The com- 
parative extent of indebtedness is — 

Taluqdars, 60 per cent., zamindars, 60 per cent., matehatdars 70 per cent,, tenants 
(occupancy : haqdar), 75 per cent., non-occupancy tenants at will {ghair haqdar) 80 per 
cent 

The amount of debts secured on land mortgage is on the increase. It compares with 
unsecured debts in the ratio 1 : 3. 

Question 4. — Repayment of debts is enforced by oral and written demands, and 
thereafter by suits in regular courts. 

Village Panchayat, Lalganj Bazar. 
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The difference between the rate at which the cultivator borrows grain or repays 

it and the prevailing rate is 25 per cent, and 60 per cent. 

There are no means by which the cultivator can ascertain what the prevailing rate 
in the market is. 

Question 6 . — Generally the cultivator does not take full advantage of the facilities 
provided by the A^ricaltunsts Loans Act and the Land Improvement Act. He takes 
from Government in special times of difficulty. 

The reason why full resort is not made to the taqavi system is that he thinks that 
the moneylenders’ loan is easy to repay, whereas the Government money must be paid at 
the fixed time. When the agriculturist is unable to raise ordinary loans, he resorts to 
iaqavi in ordinary times, but in famines and failure of crops he resorts to taqavi freely 
ar-d primarily. 

Prompt collections and enforced payment seem to be the drawbacks of taqavi. The 
ordinary moneylender is more liable. Boine provision may be made to meet the case if the 
borrower is unable to pay at a certain time. 

Question 7. — No doubt in the present system of agricultural borrowing the rate of 
interest is high, but it is there to guard against loss to the moneylender. 

Part B. — Agricultural borrowing for purposes of marketing. 

Question 1. — Transactions relating to the marketing of crops are generally done 
through weighmen and hanias. 

Question 2. — Money is obtained to finance the marketing of crops from village 
moneylenders and grain merchants. No money is taken from exporting firms. 

Question 3. — The charges the cultivator ordinarily pays in the case of marketing 
the crop are — 

(i) To the baniay weighment charges i seer per rupee. 

(ii) To the arhatia, in addition to above, | picc per rupee. 

(m) To the heoparit 3 seers to 5 seers covers the whole cost per cart, 
cr cart. « 

There is practically no difference in these charges with different crops. 

Incidental charges are 1-^ seer zamindari only and } seer sweeping charges. 

Question 4. — Cultivators store their grain in kothis^ nands and earthen jars in 
kothris, hokharis and in khatfis underground. They can store the grain in corrugated 
iron sheds, but the cost is too high. None of the people know of this here. 

Grain is not kept in markets in Lalganj for a long time. It is kept in gunny bag* 
and then sent out after a few days. No improvement is suggested. 


Panchasat, Lalganj Bazae. 
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The VILLAGE PANCHAYAT, Bahai, district Rae Bareli. 

Replies to the questionnaire^ 

I. — Agricultural credit and credit facilities. 

Part A. — Agricultural borrowing for purposes of production. 

Question 1. — The agriculturist borrows from mahajans, ugahi from Lucknow money- 
lenders, and from Government as taqavi. 

The purposes for which he borrows and the proportion of debt distributed between 
such purposes are given below — 

(i) Repayment of earlier debts ... ... ... 10 per cent. 

(ii) Payment of accumulated interest ... ... 6 ,, 

(iii) Marriage and other social functions ... ... 20 ,, 

(iv) Pamine and other kinds of distress ... ... 16 ,, 

(v) Payment of land revenue or rent ... ... 16 ,, 

(vi) Seed ... ... ... ... 10 ,, 

(vii) Expenses of cultivation ... ... ^ 6 

(viii) Agricultural implements ... ... ... > ’’ 

(ix) Purchase of plough or other cattle ... ... 10 ,, 

(x) Other agricultural improvements ... K 

(xi) Sinking of wells ... ... ... ... ' ” 

(xii) Building of tanks ... ... ... ... ^ g 

(xiii) Subsistence ... ... * ... ... ) 

Of the debt 76 per cent, is from local moneylenders and 26 per cent, from Govern- 
ment. 

Seventy-five per cent, of the debt is incurred in grain and 25 per cent, in cash. 
Eighty per cent, is taken for short periods and 20 per cent, for long periods. 

Question 2. — The rate of interest is 24 per cent, per annum on small sums and 
12 per cent, per annum on loans of Rs. 600 or exceeding Rs. 600. 

For loans in kind for seed the rate is IJ (derhi) and 1^ [sawai); and for other 
loans in kind 1| {derhi). 

Interest is simple 'and compounded. 

Question 3. — ^Personal security and ornaments are mortgaged and land too if the 
tenant is a decree-holder. 

It is correct to say that the better the title to land the greater the amount of in- 
debtedness. 

The comparative extent of indebtedness is 80 per cent, landlords and 90 per cent, 
tenants. 

The amount of debt secured on land mortgage is increasing. 

Question 4. — ^Ninety per cent, of small debts are realised easily and 10 per cent, 
mth the help of court of law. 

The transactions in grain are made at the bazar rate; tenants go and enquire the 
market rate. 

Question 5. — ^The cultivator does not take full advantage of the facilities provided 
by the Agriculturists Loans Act and the Land Improvement Act. 

If tenants have got their own grain or money, they do not take taqavi. 

If the crop is good 26 per cent, and if it is bad 75 per cent, of the agriculturists 
take taqavi loans. 

Question 7. — ^The defect in the present system of agricultural borrowing is that the 
rate of interest charged by moneylenders is very high. If Government give loans on a 
reduced rate of interest the condition of tenants will be improved. 


VniMGB Panohayat, Babai. 
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The VILLAGE PANCHAYATS» Kilauli and Sultanpur, district Rae 

Bareli. 


Replies to the questionnaire, 

I. — Agricultural credit and credit facilities. 

Part A, — Agricultural borrowing for purposes of production. 

Question 1. — The agriculturist borrows from village moneylenders, co-operative 
societies and in times of scarcity from Government. 

The purposes for which he borrows and the proportion of the debt distributed among 
such purposes are given below — 

(i ) Kep iyment of earlier debts 

(ii) Marriage and other social functions 

(iii) Famine and other kinds of distress 

(iv) Payment of land revenue or rent 

(v) Seed 

(vi) Expenses of cultivation 

(vii) Agricultural implements .. 

(viil) Litigation *, 

(ix) Purchase of plough or other cattle 

(x) Sinking of wells 

(xi) Building of tanks 

(xii) Subsistence 

Ninety per cent, of the debt is from local moneylenders and 10 per cent. from, 
others ; 35 per cent, in cash and 65 per cent, in grain ; and 60 per cent, for short periods 
and 40 per cent, for long periods. 

Question 2. — The rate of interest is from 20 to 24 per cent, per annum on small 
loans, and not less than 12 per cent, on loans exceeding Rs. 500. 

In the case of loans in kind for seed IJ and IJ seers is taken in return for one, 
while in the case of other loans in kind IJ seers is taken for one. 

Interest is simple and compound : Rs. 12 for an advance of Rs. 10 by collecting 
Re. 1 in each month. 

The rates of interest are exorbitant. 

In case of big loans, in addition to the above interest mahajans take from 2 to 4 per 
cent, as commission or nazrana. 

Question 3. — The security usually given and accepted is land mortgage, standing 
crops, house property, ornaments, personal security and cattle. 

It is correct to say that the better the title to land the greater the indebtedness. 
Ninety per cent, of the landlords and 50 per cent, of the tenants are in debt. Debt 
secured on land mortgage is increasing. Seventy per cent, of the debt is secured with land 
mortgage and 30 per cent, unsecured or otherwise secured. 

Question 4. — Seventy per cent, of small debts are realised easily; in the case of 
30 per cent, the help of the law courts is taken. 

Question 6. — Cultivators generally do not know how to get taqavi from Government, 
and hence do not take full advantage of the facilities offered by the Agriculturists Loans 
Act and the Land Improvement Act. 

Even in abnormal years they can hardly get a loan. 

There are no defects in the present taqavi system. 

Village Panohayats, Kilauli and Sultanpuub. 
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Question 7. — The defect in the present system of agricultural borrowing is that thd 
rate of interest charged by village moneylenders is very high. It can be remedied by 
fixing a compulsory low rate of interest or by liberal distribution of taqavi. 

Part B. — Agricultural borrowing for purposes of marketing. 

Question J. — ^Local hanias purchase crops in the village and bring them to the 
market. Cultivators also bring their principal crops themselves to market. 

Question 2. — Co-operative societies do not help in any way in the marketing of 
crops. They should do so. 

Question 3. — ^Tlie cultivator ordinarily pays from two pies to nine pies per rupee m 
marketmg his crops to the 6anm, the arkatia^ the dalal and the beopari. 

Question 4. — Grain is stored by the cultivator in earthen dehris and khatas in the 
house; in markets gram is stored in sacks. 

Question 6. — The system of licensed warehouses can hardly work here. Tenants 
want money for their grain u^^gently and any delay will make the system unpopular. 

Question 8. — The ^^ystem of weighment in the markets is f>atisfactory. 


VlIiLAGB PaNCHAYATS, KiLAULI AND SULTANPUB. 
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Mrs. A. K. AN SELL, Secretary, United Provinces Poultry Association, 
and Poultry Expert to Government, United Provinces. 

Replies to the questionnaire. 

I. — Agricultural credit and credit facilities. 

Part G . — Small industries allied to agriculture. 

[Note. — The replies below are with reference to poultry-farming only.] 

Question 1. — All districts that have roads and railways leading to big cities carry 
on a steady trade in poultry products. 

The following districts of the United Provinces, in a recent partial egg survey 
of the province done by me, can supply weekly, outside their usual trade, surplus eggs for 
an overseas market : — 

Number 
of eggs. 


Budaun ... ... ... ... 15,000 

Farrukhabad ... ... ... ... 15,000 

Gorakhpur ... ... ... ... *9,000 

Aligarh ... ... ... ... 7,000 

Shahjahanpur ... ... ... ... 7,000 

Basti ... ... ... ... 6,000 

Fatehpur ... ... ... ... 5,000 

Sitapur ... ... ... ... 5,000 

Bijnor ... ... ... ... 5,600 


The districts of Saharanpur, Muzaffarnagar, Uehra Dun, Agra and neighbouring 
districts have a very large local trade, winter and summer — in the former season with 
Delhi and Meerut, and in the latter with Mussoorie and Chakrata hill stations; they 
therefore have no surplus stock to sell. The same is true of Lucknow, Bareilly and 
surrounding districts which supply these cities in the cold season, and Naini Tal, Ranikhet 
nnd Almora in the hot season. Further south, Allahabad, Fatehpur and Mirzapur have 
markets which draw their goods to feed Patna, Allahabad and even Calcutta. The egg 
market is an ever-expanding one, due largely to the good prices realized for such products, 
and due also to the increasing army of consumers. Indians, even orthodox ones, are 
daily joining the growing ranks of egg consumers. Allopathic Indian doctors are advis- 
ing an egg diet to their patients. 

As a rough guess I should say that the number of eggs marketed in the United 
Provinces was at least three lakhs daily and not less than half a lakh of head of table 
poultry. This represents an industry amounting in value to about a lakh of rupees daily 
at the lowest computation. It is therefore a subsidiary interest of no small importance. 

Question 2. — The condition of the poultry industry in the province is an improv- 
ing one, but there is still a large scope for progress. Many lakhs of poultry die in 
the province owing to the lamentable ignorance of the poultry-keepers. Th ^ 
birds die of entirely preventable diseases which a little knowledge could cure, and if 
the people were taught to house their birds in slightly larger and better- ventilated mud 
huts, in place of the unventilated durhas they now use, much disease w^ould be prevented; 
also they should be taught the use of simple country indigenous medicines, which they 
do not yet know of. 

There is plenty of natural food available for poultry and they pick up the greater 
part of their own diet in the fields and streets where they live; but poultry-Jkeepers 
who are getting good markets for their produce do not grudge a few handfuls of grain 
to help their birds to lay more eggs and to keep them in a good condition. 

The province could easily double and treble the present trade if the industry were 
assisted more liberally in the following ways : — 

Firstly i by increased propaganda. The United Provinces Poultry Association at 
present strains every nerve to help the people by means of lantern lectures, demonstra- 
tions by road and by rail, the latter by means of their poultry demonstration car on 
Mrs a K. Ansell. 
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the East Indian iiailway ; by gifts of free vernacular books and leaflets ; by constant 

visits, poultry shows and free advice; and we are undoubtedly building up a better 

and more prosperous industry. We arc only hampered by lack of funds and absolute 
lack of staff. Our model poultry farm in Lucknow has spread good stock far and 

wide through the province and our training classes attract students from many parts. 

But only a fringe of the work has been done ; much more is waiting for us to accom- 
plish. 

Secondly, by the distribution of improved settings of eggs and birds to poultry 
keepers. If the present country hens are bred with improved foreign cocks the produce 
tion of the flock increases two-fold. The method is the same as in the case of the 
milch cow which is graded up to produce more milk by being mated to a selected bull. 
A great deal of such work is and has been done both by the United Provinces Poultry 
Association and by the Etah Mission farm aided m funds by the local Government, 
and the result to-day is that even in far away villages of the province cross-bred birds 
are to be found; and in the markets of Lucknow, Agra and other big cities tlie eggs 
brought from villages are at least J oz. larger per egg than the eggs of other provinces. 

Thirdly, in the marketing of the produce. Improvements could be made in the present 
packing of eggs sent to market. Large numbers travel in baskets without any packing 
at all and many breakages with consequently heavy losses occur. If the peasants were 
taught to store up the rice husk at the end of tlie rice harvest and instead of burning 
it, could save it as a packing material for the eggs coming to market, tlio eggs em- 
bedded in this husk would travel safely and obviate heavy losses to the producers. 

Fourthly, preservation of eggs. This could be taught the peasants, and as the 
preservation of eggs in lime is not a costly process, a great many eggs could be stored 
for disposal as cooking eggs at a time when the demand is heavy but the supply short. 

Fifthly, by expansion of markets. India could grow enougli eggs to feed the 
ever-increasing markets of the West if she made use of her spare land and resources. 
Nbt only inter-Empire trade could be done, but eggs could be exported to Germany, 
France and other European countries which import large quantities of eggs to feed 
their ])..pulations. Poultry raising can be largely done by women-folk and children, and the 
busiest Ume of the year when chickens should be hatched and reared is the time when 
agricultural work is not going on, for it is done after the rabi has been sown. 

Lastly, by (he co-operative collection and marketing of eggs. Egg circles and 
societies could be formed in connection with co-operative banks and members could 
market their eggs to their nearest markets to the best advantage. A small beginning 
has been made in the province and a few poultry societies formed under the supervision 
of the assistant registrars in certain centres. The United Provinces Poultry Association 
has distributed and are distributing free eggs and improved birds to such members and 
keeping in touch with results Later on, co-operative marketing may be attempted. The 
Association has also a scheme of membership and is attracting a large band of followers 
in every district. Each member promises faithfully to abstain from breeding with 
country cocks but to replace the country cock with an improved bird which, as far as 
possible, we endeavour to supply from our Lucknow farm. 

We are only hampered in this good work by being starved of funds and staff. 
We are forced to raise Ps. 10,000 annually by sales of poultry to keep the Lucknow 
farm going. We should like to distribute all our stock free or at low cost to the province, 
but alas, we can only give what we can earn over and above the Ps. 10,000 of income 
necessary to support the ever-expanding poultry farm at Lucknow. In spite, however, 
of all these hampering obstacles to progress, there are clear signs throughout the United 
Provinces of a very keen interest in poultry production ; the poorer classes overhelm 
us with demands for help and you have only to visit any village or mohnlJa in or near 
Lucknow or any big United Provinces city to see the number of pure and cross-breed 
fowls to be found everywhere. 

Tlie Association is making a pioneer effort to start an overseas trade in eggs 
and many thousands of eggs are leaving this cold weather for London. 

The improved size of egp that is being supplied by the local hhatiks is a healthy 
sign of the improvement that is going on in poultry production in this province. 

Question 3 — T would suggest goat and rabbit breeding as most useful subsidiary 
industr es to be undertaken by the ryot. The improvement of goats, by the importation 
of Toggenburg goats to mix with the country goat would help to solve the milk ques- 
tion; and the production of rabbits would be another source of income. The pelts of 
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the latter would sell well aud the caicases could be sold as meat ; there is quite tL 
small sale ior rabbits in the Lucknow market for table jjurposes. Both these branches 
of small animal husbandry could be undertaken by the ryot if he was guided and helped 
to keep them. 

As regards working capital for poultry farming, the capital required is extremely 
small : a few eggs, a mud house and a few^ seers of grain to feed the resulting young 
chicken on, are all the capital that is required; as the poultry grow, they generally can 
find most of their own food. 

To enable the Government or local bodies to assist a man with funds to build 
up a small farm, could not some small cess be levied on eggs that are marketed, if a 
co-operative marketing scheme is miroduced ? As marketing is done at present, the 
beopan or khatik only gives the producer half to three-fourths of the price he realizes 
eventually. If marketing is done co-operatively, this middleman’s profit would be 
partly saved, on large quantities especially. Could not savings be utilised as reserve 
funds to finance would be poultry farmers? We think the scheme has only to be carefully 
considered and organised to be made workable. We attach some of onr literature* in 
the hone and belief that the United Provinces Provincial Banking Enquiry Committee 
after reading facts will assist us and advise ns as how best to develop further, what seems 
to us, a suitable rural industry for the poorest classes of the people. 


*Not printed. 


Mrs. a. K Ansell. 



( 40 ) 


The UPPER INDIA CHAMBER OF COMMERCE, Cawnpore, 

Replies to the questionnaire. 


I, — Agricultural credit and credit facilities. 

Part D. — Credit facilities in respect of agricultural production and marketing. 

Question 1. — (a) Government plays no part in the provision of agricultural cr^it 
but it assists, vid the Agricultural department, by demonstrating and encouraging 
proved agricultural methods and by providing good, improved seed. It also assists during 
or after periods of distress, e.g., flood and drought, by making remissions of revenue 
and taqavi advances. 

The Imperial Bank and joint-stock banks do not directly assist the cultivator 
during periods of production. 

The co-operative movement being practically undeveloped in this part of the 
country, co-operative banks have played no part in assisting the cultivator. (This applies 
to the Cawnpore district.) 

Indigenous bankers, particularly the village mahajan^ are in close touch with the 
cultivator during the period of production, providing him with most of the necessary 
finance at this time. 

Professional moneylenders, as distinct from mahajanSf etc., coming under the 
head of indigenous bankers do not come in in providing agricultural credit except in 
an indirect way. 

Grain merchants do, of recent years, provide some assistance to the cultivator 
during the period of production. 

Organisations such as are mentioned in the question do not assist the cultivator 
to any known extent in providing agricultural credit. 

In the absence of statistics the Committee are unable to answer the question 
whether the existing credit facilities are adequate or not. 

Question 2. — ^In respect of marketing the crops the joint-stock banks and in- 
digenous bankers do play a considerable part in advancing against produce and thus in 
providing merchants with a means of making further purchases from cultivators. The 
cultivator who grows the crops looks to the village maliajan or, to an increasing extent 
in recent years, to the arliatia or town commission agent, for his finance. The mahajan 
or arhalia in his turn, either through the sahukar or in some cases direct, looks to the 
local sarraf for finance, giving him bills and providing himself thus with sufficient funds 
for the cultivator's needs. The sarraf ^ in his turn, goes to the banks and re-discounts the 
bills under his signature. 

Question 8 . — There is co-ordination among the various credit agencies; the extent 
of this co-ordination will appear in the answers to certain of the later questions. 

There is scope for improvement in this direction but the Committee are not 
prepared to gauge the extent to which this is necessary. 

Question 4. — If by overseas trade it is intended to refer to the export trade, until 
the produce is shipped there is no difference in the matter of credit facilities between 
internal and overseas trade. 

Part F. — Co-operation. ^ 

The Committee prefer to confine their remarks on this part to the opinion that 
while in the Punjab, where the co-operative movement is developed, the Imperial Bank 
makes advances to co-operative banks against their bills, here the co-operative system 
is not sufficiently developed to admit of this. 

Part G, — Small industries allied to agriculture. 

Question 1. — ^In these provinces the following subsidiary industries exist in a state 
oi alliance or supplemental to agriculture, namely, dairy-farming, ^wr-making, sugar 
refining, oil pressing, hand spinning, poultry farming, the growth and manufacture of 
tobacco, fruit and flower growing, the production of vegetable dyes and rope making. 
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Cotton ginning exists but it cannot be said to be allied to agriculture, as the 
ginning /is done in central factories. 

Kor can tanning bo said to be supplemental to agriculture, but the collection and 
sale of tanning materials is in some cases undertaken by agriculturists as a supplemental 
occupation. Sericulture exists in certain parts, e.g., the Benares district, where tussar silk 
is obtained from the cocoons of the tussar moth and eri silk from those of the eri moth, the 
latter in particular being cultivated. The mulberry silk worm is also cultivated in certain 
parts. There is no sericulture in the Cawnpore district as far as can be ascertained, 
but all the other small industries mentioned exist in this district. 

Question 2. — All these industries mentioned, save perhaps the production of vegeta- 
ble dyes, are understood in general to be progressing but they need detailed attention for 
their improvement. 

The Committee are unable to put forward any suggestions either for their improve- 
ment or in the direction of obtaining for the producer a better return for his produce. 

Part H. — Small urban industries. 

Question 1. — To a, certain extent cottage or art industries are financed by banks, 
and to a comparatively very small extent by Government in the direction of grants 

and loans by the Board of Loan Commissioners and the Board of Industries. The main 
sources of finance are, however, the mortgage of property to indigenous bankers and the 
execution of tamassukhs or bonds for small advances up to Ks. 100. 

The artisans get their supply of raw materials and implements on credit within 

the trade, the manufacturer binding himself to hand over all his manufactured produce 

to his financier. Ho resorts to the qistwala for funds for his subsistence. 

His wares are taken over by the person financing him who disposes of them 
as his own property in the market. 

No important part is played by middlemen. Large dealers and oversea houses 

are now getting into direct touch with the producer and arc financing him direct, but 
this development is still small and slow. 

Question 2. — The Committee are unable to answer this question of industries in which 
karkhanas arc found as it stands. Each kind of industry has its own specialised system 
and the Committee cannot pretend to enter into the various systems. 

Question 3, — ^The Committee must content themselves by stating that the sweating of 
labour is believed to exist, but they cannot give instances of it or any idea as to its pre- 
valence. 

Question 4. — No co-operative artisans’ societies are believed to exist. There are 
various panchayats which, however, are understood to function in the direction of settling 
internal disputes and maintaining internal discipline. 

Question 5. — ^The Committee have grave doubts as to whether an industrial bank 
would be a suitable or feasible method of improving the present system of financing small 
industries. The existing systems are so deep, so ancient and in many directions so 
well organised that it 'would be difficult to displace them. 

Question 6. — Sales associations, depots and efuporia would, it is believed, be 
■successful. It is understood that a certain measure of success has been obtained in 
government emporia, particularly in case of art wares, and recent exhibitions in England 
and elsewhere are understood to have had a certain measure of success, even though they 
have disappointed the anticipations with which exhibitors set out. To be really successful 
the organisation, finance and management should come from within the industry itself, 
although it is realised that competition, trade jealousy and mutual mistrust are heavy 
factors against this hope. 

Part J. — Internal remittance and negotiable instruments. 

Question 1. — The facilities available to the public for internal remittance are 
bank telegraphic transfer, bank demand drafts, government currency transfers, supply 
bills, demand (darshani) hundis^ and government currency notes, although the latter method 
of remittance has been greatly discouraged by the recent amendments in the rules for 
currency note refunds. 
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There is a progressive growth in the use of government currency notes even by 
small cultivators. Government revenue is now collected largely in government currency 
notes. 

Fow defects m the present system are reported. 

Question 2. — ^As instanced by the answer to question 1, negotiable instruments play 
a very large part in the internal trade of the province. Indeed this is estimated to be 
as much as twelve annas in the rupee. 

Question 3. — Supply hills are believed to facilitate internal remittance to a very 
small extent. This is understood to be due to the cons'derable delay in obtaining these 
Bills when wanted. A simplihcation of the rules to remove this complaint ought certainly 
to tend in the direction of increasing their utility. 

Question 4. — There is no duty on demand bills. Usance bills are subjec^t to a duty 
on a graduated scale. A reduction in the duty would tend towards extending their use. 

Question 5. — The Committee would certainly not approve of the extension, cheapening 
and improvement of post office agency for hondling internal remittances. 

Question 6. — There are two classes of hundis current here, namely, darshani (or 
deinoncl) hundis and mitidar or muddati (or usance) hundis. The. Committee do not think 
it is necessary for the Chamber either to describe the peculiarities of these hundis or give 
example^ of their wording : they are too well known. 

The Committee have no suggestions of offer for the better protection or benefit 
of persons handling hundis, cither by amendment of the Negotiable Tnslrumcnla Act or 
otherwise. 

Darshani hundis pass freely from hand to hand. Muddati hundis are held by 
sarrafs. 

Cawnpore is a financial centre and bills drawn or handled by this market seldom 
go elsewhere. Where hundis are in tlie nature of accommodation bills they do pass to 
other markets. 

Question 7.— Tt is possible very freely to borrow money during the process of 
marketing on drafts supported by railway receipts and invoices, and in some cases on 
delivery orders, although the latter securities are far less current here than in the presidency 
towns. No difficulty is experienced in this direction. 

TI. — Indiornous banking. 

In dealing with this sect on the Committee feel reluctant entirely to adopt the 
definition of indigenous banking given in note 1 at the head of the questionnaire under 
this section. Their reluctance lies in the difficulty of accepting the inclusion of the 
term “banks” along with “bankers” as forming part of the system of indigenous bank- 
ing, They would prefer to understand by banks all those institutions which freely receive 
money from the public in depoait and would include under the term “bankers” all others 
who do not freely accept money from the public on deposit. They would therefore prefer to 
exclude “banks” from within the meaning of the term “indigenous banking.” 

A. — Organisation of indigenous hanking. 

Question 1. — ^With the above reserved acceptance of the definition the Committee' 
instance the following classes of indigenous bankers : — 

(i) Sarrafs. 

(ii) Sahukars, 

(iii) Village mahajans, 

(iv) Qistwalas. 

(v) Kabulis. 

The business done by each of these is as follows : — 

(0 Sarrafs. — ^These are moneylenders in a large way. Many of them have now 
taken to the combination of commission agency business with moneylending. A large 
portion of their functions is to discount bills and make advances against bills or property 
in a larger way. The sarraf is open to accept deposits from elected and pre-arranged 
depositors, but actually these deposits are more in the nature of solicited loans than 
voluntarily offered deposits. Interest is paid on these deposits or loans at rates varying 
from 3 to 6 per cent, per annum according to season or demand Latterly many sarrafs 
are becoming industrialists and in some cases this activity is superseding their original 
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function. It is understood that sarrafi business by itself does not now pay. There is^ 
a local class of sarrafs in Cawnpore known as hasnas, but these are decreasing in numbers. 
In general their function does not differ materially from the functions of other sarrafs, 

(ii) Sahukar. — This term literally means a solvent person.” He is the connecting 
link between the sarraf and the village mahajan^ that is to say, between the urban life 
and the rural life. The sahukar discounts no bills ; he makes cash ad^ ances against 
property, both rural and urban, or ornaments. Ho looks to the sarraf for funds and 
himself finances the village mahajan. 

Of late years a class of persons known as arhattas or town commission agents, 
whose original function it was to be the commission agent in the town of the village 
mahafan, is tending to usurp the functions of both the sahukar and the ynahajan and to 
afford direct contact between the sarraf and the cultivator. 

Peaceful conditions, improved communications, better roads and means of transport 
and improved banking facilities have made the interposition of tlie arhaha and the 
displacement of the sahukar and the mahajan possible. This tendency has its advantages 
as It substitutes one middleman for two as between the real financier, the sarraf, and tho 
producer, the cultivator. 

{ni) The village mahajan is a very useful institution to whom the cultivator looks 
immediately for assistance even when Ins credit is exhausted. Opinion as to the merits' 
and demerits of the mahajan is, and must necessarily be, divided. A very useful note on 
the mahajan is extracted from a publication, “Indian Cotton,” which is a report by 
Mr. Arno Schmidt, the Secretary of the International Federation of Master Cotton Spin- 
ners and Manufacturers Associations, Manchester, on his third visit to India in the 
winter of IfilH-ll. Thus is attached as an annexurc. 

Tho mahajan is a most desirable limb on the body of village life and, while opinions 
may dilTcr with regard to him, of his importance there can be no doubt. Whether he will 
be efficiently replaced eventually by the arhatia is a matter for the future. 

(iv) The qistwala (derived from qist, a method of repaying money on an instalment 
principle) fiinelions to a small extent among the working classes. He is a moneylender 
in a verv small way but has his useful functions. 

(v) Tlie Kabuli is so called because he is almost invariably a predatory visitor from 
Afghanistan or the frontier. He lends money to the unfortunate poor, either as an 
operation by itself or tempts liis victims into buying his w’arcs, generally cloth. In 
either case, having got them into his toils, he is a usurer of the worst type and is all the 
more dangerous by reason of his truculence and readiness to resort to force. 

The Committee consider it necessary to note here that large buyers, who are them- 
selves shippers overseas, are now developing a system of dealing direct with the pro- 
ducer, the cultivator, thus cutting out all middlemen. Their own representatives come 
into diiect touch with the cultivator. 

The fact that indigenous hankers do combine other business wilh their own, and 
that in certain cases, €,q., where sarraf s become indnstrialists retaining tlieir sarrafi 
business as a subsidiary function, has been touched on in the replv immediately preced- 
ing this. 

Question 2. — The part played by the various classes of indigenous bankers in 
financing agriculture, trade and industry may be summarised as follows : — 

(i) Agriculture — A large part, through the village mahajan or the arhatia. The 
tendenev, however, is towards the elimination of all middlemen and the establishment 
of direct relations betw'een the shipper-buyer and the cultivator. 

fii) Trade. — The arhatia has an important function in the chain of finance. 

(lii) Industry . — ^The arhatia plays a most important part in financing the smaller 
industrialists. The large industrialists deal, as a rule, directly wHh banks rather than 
with indigenous bankers. 

The Committee feel that it is not necessary for the Chamber to describe the methods 
of finance. 

Question 3 — The Committee consider that it would be grotesque for them to 
attempt to estimate the resources of indigenous bankers in any area. They doubt 
whether the necessary information could ever bo elicited, though some estimate may even- 
tually be formed when the Income-tax department is able to reacli all assessable classes, 
^he Committee, however, venture to state, as an approximation, that the entire trade, 
import and export, passing through Cawnpore is not less than 15 to 20 crores per 
annum and that three-quarters of this is financed by the credit systems described. 
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The Committee are certainly not able to give any information regarding the capital, 
volume of business and expenses of any class of indigenous bankers, and they doubt 
whether accurate information on this point could ever be elicited. 

Question 4. — ^There formerly were in Cawnpore financial houses such as are referred 
to in this question, but they have disappeared mainly by reason of the fine-cut rates for 
internal remittances, the increase of currency transfers, bank drafts, etc., and the estab- 
lishment of very close relations between presidency towns and mufasil centres and the 
diminution, or even absence, of risk in sending actual money. 

Question 6. — Only two main books are maintained by indigenous bankers in keep- 
ing their accounts, namely, the rokar (or cash book) and a khata (or ledger). Certain 
subsidiary books are, however, kept. 

It does not seem necessary for the Chamber to give examples of these books as 
they will presumably bo available from the bankers themselves. 

B. — Raising of funds by indigenous bankers. 

Question 1. — In Cawnpore there are two forms of hundt in use, namely, dnrshani and 
mitidar or muddati. 

There is a progressive decline in the use of mitidar hundis and a progressive i)i- 
crease in the use of darshani hundis. The reason ascribed for this is that in this part 
of the country trade is coming to be more and more financed directly by large buyers 
{themselves shippers) in the seaports These operate mainly by means of demand drafts 
or darshani hundis. 

Question 2. — By re-discounting traders’ bills among themselves or with banks, and 
by taking solicited deposits or loans through brokers {dalals)^ indigenous bankers provide 
themselves with funds to meet the demands upon them. 

Assistance is obtained by indigenous bankers from the Imperial Bank of India 
and the joint-stock banks to a considerable, but now decreasing, extent. This decrease 
is due to trade conditions undergoing considerable changes by reason of closer relations 
between the producer and the shipper and direct finance of the former by the latter, the 
middlemen being cut out. 

The Committee prefer not to answer part (c) of this question. 

Question 3. — ^In Cawnpore deposits are received from seleded and approved deposi- 
tors for short-term periods, usually not exceeding sixty days. These are actually more in 
ihe nature of loans since a true deposit is a voluntary action on the part of the depositor, 
whereas these deposits are solicited, the sarraf making his necessities known through 
a broker. 

'J’he rates of interest vary according to season and demand from 3 to 6 per 
cent. The sarrafi rate of interest is uniformly, and throughout the year, 1 per cent, 
below the bank rate. 


C. — Advances by indigenous hankers. 

Question 1 . — Previous answers will have given such information as is available and 
appropriate to the Chamber on the various methods in which the indigenous bankers grant 
loans and allow cash credits. 

Question 2. — The mahajan functions in this importantly but, as has already been 
stated elsewhere, the arhatia is now usurping his functions elsewhere. The arhatia invari- 
ably charges a fixed rate of 9 per cent, per annum (12 annas per Bs. 100 per month) for 
loans made by him to his constituent on the security of the commodities delivered to him 
r..nc up to 75 per cent, of their value. He also charges godown rent. When advances 
''' hind arc made the borrower is bound to bring his produce to the lender. 

The rates of interest charged by indigenous bankers, having in view the general 
lack of adequate security and the risks involved, are not considered too high. 

Question 3. — ^The clients of indigenous hankers have every facility accorded to them of 
inspecting their accounts; such inspection is not denied. When the interest account is 
made the possibility of errors and omissions having occurred is always covered by the 
remark inserted “Bhal chuk lena dena." 
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D, — Exchange and money market. 

Question 1. — There is a money market, which is also an exchange market in Cawn- 
pore. The whole city is comprised in this market; there is no one centre. It is worked 
through dalals. It is linked with Calcutta, Bombay and Delhi by mutual interchange of 
business. 

Question 2. — A very large and important part is played by brokers {dalals) in the 
exchange and money market. Their remuneration is, the case of darshani hundis, 3 pies 
per Ks. 100 or Re. 0-2-6 per thousand; in the case of mitidar liundis, G pies per Rs. 100 or 
5 annas per Rs. 1,000. This brokerage is paid by the borrower in the case of transactions 
between sarraf and sarraf or merchants and sarraf, but in the case of usance bills 

(mitidar liundis) discounted by banks the brokerage is paid by the hank. 

Question 3. — The rate at which hundts are purchased and sold varjcs according to 
the season and to supply and demand. 

In the case of internal remittances, by means of bills on presidency towns, the 

rates are very fine, usually not exceeding one anna per hundred rupees, and m the case of 

Bombay bills these are usually at a premium. In the case of bills on mufasil towns 
the rates are higher and may vary between 2 and 3 annas per hundred rupees. 

There are seasonal variations in these rates due to the fluctuation of imports and 
exports. 

The Committee prefer not to answer part (c) of this question. 

Question 4. — There is no organisation in Cawnpore similar to the organisations 
named in this question. 

Question 5.- — There are local usages in almost every item of trade in Cawnpore. 
These are innumerable and varying, old ones vanishing and new onc^ being introduced. 
In many instances there are customary levies in kind, devoted lo various purposes, e.g., 
a levy for the Gowshala society. 

E. — Defects of indigenous banking. 

Question 1. — Public opinion in regard to the various classes of indigenous bankers 
in this locality may bo briefly stated as follows. — 

O') The sarraf is regarded with respect. 

(ii) The sahukar is relied on and regarded with confidence. 

(Hi) The arathia is also relied on as a rule, and looked to by the beopari for guid- 
ance. 

(iv) The village mahajan is regarded with somewliat mixed feelings as has been 
already indicated in the answer to question 1, part A of this section. 

(u) The qistwallah though resorted to perforce, is detested because of bis usury 
and grasping attitude. 

(m) The Kabuli is not only hated as an usurer but is detested because of his method 
of entrapping his victims and is feared because of his aggressiveness and readiness 
to resort to personal violence. He usually insinuates himself into his future debtor’s 
household, in the absence of the men folk, as a hawker of cloth, and, playing on the 
vanity and credulity of the women, inveigles them into buying cf his wares on credit, 
and with ample time promised for payment. Once they are in his toils he comes openly, 
and with threats, to demand payment. This being impossible to make, the arrangement of 
a loan to pay for the previous purchase is only a matter of threat and cajolery and his 
victim is hopelessly entrapped. 

Question 2. — Indigenous bankers do not experience any legal or other difficulty in 
carrying on their business to any degree worth noticing. Save in the case of the lowest 
classes of moneylenders* the business of indigenous bankers depends entirely on a certain 
code of ethics which, in spite of the changing times, holds fast. 

Question 3. — Save as touched on by them above the Committee are unable to 
answer this question. 

Question 5. — ^Indigenous bankers are usually able to meet all acceptable demands. 
They aie, however, sometimes obliged to refuse such demands on account of insufficient 
working capital. 

F. — Co-ordination. 

Queston 1. — (t) Among the better class of indigenous bankers of the same class 
•relations are usually cordial with mutual assistance afforded on occasion. 

Upper India Chamber op Commerce. 



( ) 


Among arathias there is competition and trade jealousy and hence a certain degree 
'Of friction. 

Among the lowest classes of moneylenders there is “envy, hatred and malice and 
all uncharitableness.*’ 

(ii) The co-ordination between the different links in the chain of Indian indigenous 
banking makes a large degree of cordial relationship between the touching links inevit- 
able. But that there should be a certain friction at times of stress is also inevitable. 

(w) The relations between indigenous bankers and the banks are understood to be 

good. 

'rhe Committee prefer not to answer part (h) of this question. 

Question 2. — The co-ordination is usually in the direction of, and to the extent of, re- 
discounting bills. 

Question 3. — The cheque system is not current among indigenous bankers in 
Cawnpore. 


G. — Consolidation of indigenous hanks. 

Question 1. — In the judgment of the Committee the indigenous banking system is, 
as a whole, already sufficiently serviceable to the community dependent on it. 

Question 2. — The Committee are of opinion that indigenous bankers would not 
secure an increased clientele if they were recognised by Government. 

Question 2-A. — The Committee desire to invite the attention of the Banking En- 
qiiiiy Committee to a letter, dated the 10th Otcober, 1913, addressed to the Local Gov- 
ernment which contains opinions opposite to this and the succeeding question. While 
certain steps may have since then been taken in the directions suggested by the 
Chamber, the opinions then stated hold good to-day. 

Question 3. — ^The attitude of indigenous bankers towards the introduction of measures 
designed to regulate their operations and enforce the publication of their balance sheets 
would be one of great resentment and resistance. 

Question 4. — ^Money lies idle in the bands of indigenous bankers during the rains, 
but it IS impossible to say to what extent; hence the recent success of 3 months’ treasury 
bills. 

Such money is either invested by indigenous bankers among themselves, or remitted 
to the sea-ports, or invested in the purchase of short-term treasury bills, or placed on 
short-term deposit in the banks. There is a tendency to concentrate it in the sea-port 
trade centres. 

Question 6. — Most of the sarrafs working in Cawnpore liave their branches in 
oresidency towns. These branches operate entirely in line with the conditions pre- 
vailing in these sea-port towns, where the markets offer many of the facilities mentioned 
in the question. 

The Committee prefer to offer no opinion on the very vexed question of the establish- 
ment of a Central Beserve Bank. 

III. — Investment habit and attraction op capital. 

A. — Encouragement of saving and investment habit. 

Question 2. — Banks, Post Office saving banks, Post Office certificates. Government 
and other securities, companies stocks and shares are the existing means for encouraging 
the habits of saving and investment. 

Question 8. — ^To afford savings bank facilities would be of very doubtful advantage 
and baldly appropriate to the functions of a municipality. The financial stability of 
many municipalities is so insecure, in other cases so entirely dependent on government 
assistance, and always so dependent on the whims and vagaries of members that the 
wisdom of such a proposal is very doubtful. 

Question 13. — ^The Committee agree with the view that in India the banking and 
investment habit is of very slow growth. It is due to lack of education. 
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B, — Cheque habit 

Question 1. — The cheque habit is growing in India. 

Question 2. — Tlie abolition of stamp duty m cheques has led to an increase in the 
use of cheques, but not in the opening of more accounts. 

Question 3. — Merchants, government servants, the professional classes, local bodies 
and institutions use cheques. 

Question 4. — The cheque liabit could be promoted by permitting and encouragmg 
to a greater extent than at present the payment of government dues by cheque. This 
would be likely to lead to the adoption of the cheque habit by many Indians who do 
not at present find it of advantage. 

The denial of these facilities is a hindrance to all. 

The Committee doubt entirely if the Post Office could be competent to deal with' 
cheque accounts, save in very large centres, and even then without a considerable increase 
in staff In large centres, however other facilities exist. 

Question 6. — The use of cheques by the “illiterate” seems a contradiction in terms. 
The removal of illiteracy ought, surely among its other and more obvious advantages, to 
•be an encouragement to the growth of the cheque habit among that small proportion of 
.illiterates as are in a position to have bank accounts. 


(For supplementary written evidence, see pages 49 — 63.) 
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APPENDIX. 


Extract from ''Indian Cotton,'* being a report by Arno Schmidt, Secretary, International 
Federation, Manchester, on his third visit to India, 1913-14. 

1 ^-.; 

The moneylender, who is usually also a whole gram merchant, is a very import- 
ant member of the village community. The services uf the artisan are very often paid 
for in kind, and the moneylender performs the important function of exchanging the 
dnTereiit products. 

The following is the opinion of the moneylender expressed by a high ofiicial of the 
Government ; — 

“A great number of the agricultural community appear to have a kind of running 
account with the mahajan : he advances them seed, giving one seer less than the market 

price. In other instances the advance is made at seed time on the sawai principle, 

which means a return at harvest of one-fourth more than the quantity borrowed at seed 
time. He lends money, moreover, for the inevitable marriage and for the inevitable 

lawsuit When the tenant falls on ovil days, he would advance him rent to save him 
from ejectment. He is, in fact, at all times, the resource to which the needy agriculturist 
goes for rehef; and the consequence is that a large proportion of the cultivating com- 
munity IS seldom free from the mahajan's influence. When the crops are reaped, the 
greater pr^rtion finds its way to his granary; the tenant retains a share for his immediate 
use, which is seldom sufficient for the consumption of his household until the following 
seed time. Tiong before the next harvest approaches he has, as a rule, to have recourse 
to the mahajon. The system is not without its advantages in hard times; it is to the 
interest uf the creditor as well as the debtor that the latter should live; there is a com- 
munity of interest which secures him from starvation.” 

Sir F. H. Nicholson says about the moneylender : ‘‘On this subject there are 

two opinions, one of which regards him as on the whole rather beneficent and friendly, 
as a sort of partner with the ryot, supplying the needs of the latter, maintaining him 
in times of misfortune. Others, again, regard him as a beast of prey seeking every- 
where whom he may devour. The truth, as usual, probably lies near the middle. As 
society and credit are at present constituted, he fills an absolute gap, and is a rural 
necessity. On the other hand he is most undoubtedly an expensive and dangerous neces- 
sity. He has been found in India from time immemorial.” 
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Supplementary evidence. 

Question 1. — To what do you ascribe the progressive groivth in the use of govern- 
ment currency notes by small cultivators Has the drop in the value of silver anything 
to do with this? 

Answer : It is ascribable, in the main, to the curtailment of the supply of silver 
during the War : thereafter followed an appreciation by the cultivators of the convenience 
of government currency notes. Further causes may be found in the better communica- 
tions provided and the better facilities made available for the conversion of government 
currency notes. Perhaps an additional cause may be found, though this can only be to a 
small extent, in the slight increase in literacy in rural areas. 

Question 2. — It is stated in your memorandum that there are few defects in the 
present system of internal remittances. Will you kindly describe these defects and how 
far ana in what manner can they be remedied? ^ 

Answer : In stating that “Few defects are reported,” the expression was intended 
to indicate that these defects were so few as to be of no material consequence. The Com- 
mittee do not propose to describe the minor defects that do exist. 

Question 3. — Are the indigenous bankers getting a reasonable proportion of the inter- 
nal remittance business at present? If not, why not? What modifications would yon 
suggest so that they may get their fair share? 

Answer : The sarraf gets a fair portion of the internal remittance business accord- 
ing to his needs and capacity. The surplus goes to the banks. 

Question 4. — It is suggested in your memorandum that a simplification of the rules 
governing the supply bills would remove the present inconvenience experienced by the 
public. Will you kindly suggest v)hat simplifications should be introduced in the present 
system? 

Answer : It is understood that before the Treasury Officer can issue a supply bill 
he has to obtain sanction from higher authority. This means a delay of at least two 
days which causes considerable inconvenience to the persons requiring these bills. This 
is perhaps the one main impediment to the extended use of these bills. 

Question 5. — In reply to the question regarding the extension, cheapening and 
improvement of post office agency for handling internal remittances, you suggest thht 
no such extension, etc., should be allowed. Will you please give your reasons for this? 

Answer : The principal objection lies in the realization of the fact that the Post 
Office could not carry out the instructions and procedure necessary in the collection of bills 
and cheques in the manner they are dealt with by banks. This requires a special training 
in banking which could not be expected of the Post Office staff. 

A reduction of charges for money-order remittances would increase the usefulness 
of the Post Office in this direction, but this would bring about a competition with banks 
and bankers which might quite reasonably be regarded as unfair. 

Question 6. — Would it not lead to the increase in the use of and better protection to 
the hundis if the present commercial practices in connection with them are legalized 
and incorporated in the Negotiable Instruments Act, e.g., legalizing shah jog nakraie 
sakraie, limitation of delay in the payment of demand hills, etc. 

Answer : The present practices are understood to be already sufficiently covered by 
the Negotiable Instruments Act, which is considered to be sufficient to afford all neces- 
sary protection. 

Question 7. — Do you think the establishment of warehouses will lead to the creation 
of easily marketable instruments of ownership, which in turn would mean easy pledge 
and greater convenience for credit? If so, by what agency should warehouses he estab- 
lished and conducted? Do you think Railways on account of their large transport 
business are the most suitable agency to he entrusted with warehousing business 
(assuming of course that they are properly equipped and engage necessary staff)? 
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Answer ; The purport of this question is not very clearly understood. If it is 
intended that the warehouses referred to should be similar to port warehouses at the 
ports, their establishment — if found feasible — might assist in the direction indicated. But 
there is, on the other hand, an apprehension that the lack of privacy, which would 
of necessity prevail in a public warehouse, would he rcpellant to borrowers. 

It is not understood how it could be made compatible with a Eailway’s respon- 
sibilities as a bailee and its functions as a public carrier, who is required to, and desires 
to, convey and deliver goods with the utmost despatched, to expect the Bailway to act 
as an agency for the retention of the goods in their possession. 

It is understood that the purpose of such warehouses-- as far as il, is apparent 
to the Committee — is at present being discharged both efficiently and sufficiently by com- 
mission agents, with the added advantage of privacy. 

Question 8. — Do you think, if the present scale of remittance charges prescribed by 
the Imp erial Bank of India and the Currency department is reduced, that it will result 
tn economy in the movement of currency and thus increase supply of credit‘d 

Answer ; These charges are considered to be already so sufficiently low that a 
further reduction would be uneconomic. 

Qjuestion 9. — Will you kindly mention why sarrafi business by itself does not pay? 
What r^edies would you suggest, e.g., special facilities, etc,, in order that sarrafs may 
occupy their proper place in the banking system of the country? 

Answer : There are many reasons why sarrafi business by itself does not pay. 
Principal among these is the fact that the cheapening of rates has made it uneconomic 
It may be instanced that there are no longer any transactions from mufassil centres 
in accommodation bills from the ports. This is due to the fact that mufassil sarrafs can 
no longer offer the competitive rates which used to attract this business. 

Question 10. — What is the distinction between sarrafs and basnas? 

Answer : There is no real distinction between sarrafs and basnas : the latter is 
merely a local synonym for the former. 

Question 11. — You mention in your memorandum that the sahukar is a link between 
the sarraf and the village mahajan. Is this practice prevalent only at Cawnpore or 
in the other parts of the province as well? Do you think it is possible to connect the 
mahajan directly with the sarraf? Hiw far will such a connection cheapen the cost of 
credit to the cultivator? Will the benefit he intercepted by the mahajan? 

Answer ; The word sahukar was used for want of a better term. The sarraf operates 
entirely in the large towns ; the mahajan in the villages. There is a class of men — 
who might probably be described as being in some sort financial solicitors — who borrow 
from the sarraf and lend to the mahajan, lining thus a connecting link between the 
two. 

Ihis practice is widely prevalent. 

The Committee do not see how it could be possible directly to connect the 
sarraf with the mahajan. 

Question 12. — Opinion as to the merits and demerits of the mahajan, as you say, 
must necessarily he divided. He is according to you the most desirable limb in the body 
of village life. Would it improve matters and he in the interests of farmer, traders 
and artisans if a system of licensing moneylenders with restrictions on their business 
and business methods is irUroduced? If so, what restrictions would you place on their 
business and methods? Would you restrict their lending to productive purposes only? 

Answer : The Committee have no suggestions to offer. It seems to them that 
the mahajan is an immemorial institulion and must, of necessity, continue, at least for 
the present. 

Question 13. — Do you favour the stopping of evils of moneylending by Kabulis by 
legal enactment? 

Answer : Yes : if this can be contrived. 

Question 14. — Dou you recommend limitation on the rates of interest charged by 
qistwalas? 

Answer : The limitation of the rates of interest would not circumvent the qisf- 

wala. 
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Question 16 . — When and why did the practice of large buyers dealing directly with 
the producer corne into existence? How far has this system developed and what are 
its future possibilities? Whom does the system benefit more — the buyer or the pro- 
ducer? It is alleged that the producer gets the same price as he was getting before 
the introduction of this practice ^ and that the advantage is entirely on the side of 
purchaser. How far do you agree with this view? 

Answer : Since after the War and on account of the invasion by shipper-dealers 
established at the ports of up-country markets, by means of local agencies there estab- 
lished. This system has developed considerably and is steadily developing further. 
The future possibilities are the entire elimination of the commission agent and of the 
broker. The system benefits the producer even more than the buyer. The Committee 
do not agree with the allegation that the producer gets the same price as he got before 
the introduction of this practice. The elimination of the middleman is distinctly of 
benefit to the producer. 

Question 16 . — It is mentioned in your memorandum that the value of trade passing 
through Cawnpore is between 15 to 20 crores per annum, and three-fourths of this is 
financea by the credit system described by you. Will you please apportion this amount 
between the various members of the credit system? Who finance the remaining one- 
fourth of the trade? 

Answer : The Committee are unable to apportion, as between the various indi- 
genous members of the credit system, the three-fourths of the value of the trade financed 
by credit. The banks finance the remaining one-fourth. 

Question 17 . — Will you please make your reply to question 1 of Section IJ, Part B, 
more clear? The function of mitidar hundis is to provide credit for a certain period, 
whereaj the importance of dharshani hundis lies in getting funds as soon as goods are 
railed. The purport of these two bills is quite different and how can increase in the one 
be regarded as a substitute for the other? 

Answer : It was not suggested that darshani hundis are coming in as substitutes 
for mitidar hundis. A “substitute” implies somelhing used for the same purpose. 
'I'he darshani hundi is replacing the mitidar hundi for its own purpose, by reason of 
the changing policy of finance. There is an increasing want of confidence in the stabi- 
lity of prices and for this reason, and perhaps also owing to better facilities for prompt 
despatch and quick transport, there is no longer the same incentive as formerly for 
up-country dealers to hold large stocks, financed by means of mitidar hundis. They now 

l)uy forward, and the darshani hundi is utilised. In short, as the necessities and the 

opportunities for the use of mitidar hundi. s decrease, those for the use of darshani 
hundis increase. 

Question 18 . — It is alleged that the policy of the Imperial Bank of India and the 
major commercial hanks is tending tovmrds concentration of funds in the port towns, 

thus making less money available for credit facilities in the internal centres of trade, 

and that this policy is, to a very great extent, responsible for the decrease in the use 
of mitidar hundis and their discount and rediscount. Do you agree with this view, 
and, if so, what measures do you suggest to remove the defect? 

Answer: This tendency is recognised. But the facilities for moving funds readily 
from ports to up-country centres have been so improved recently that this policy does 
not result in higher money rates up-country. It is, therefore, not admitted to be a 
defect. 

Question 19 . — It is mentioned in the memorandum that a closer relationship is de- 
veloping between the producer and the shipper and that the former is financed by the 
latter, Will you kindly fully explain what is this method of direct finance? 

Answer : The system of financing is direct, by means of the actual payment 
of cash by the shipper’s up-country agent to the producer, the cultivator. 

Question 20 . — Please state whether your answer to the question regarding facilities 
for inspection of accounts by borrowers relates to big firms and big cities or is applicable 
to every borrower and lender, even in small places? 

Answer : The Chamber’s answers to question 3, Section TI, Part C, was appli- 
cable to such indigenous bankers as the Committee, obviously, cannot say if every small 
lender permits inspection of his account by the borrower. 
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Question 31. — Please state whether the brokerage rate of five annas per thousand 
in the case of mitidar hundis applies to any particular usance or is independent of it? 

Answer : The brokerage rate does not apply to any particular usance. It is the 
general practice. 

Question 22 . — Will you please state to whom is the brokerage for discounting 
hundis paid by banks and why the practice differs in the case of banks and sarrafs^ Is 
such brokerage on hundis paid only by the Imperial Bank of India and not by the other 
banks? If so, does the Imperial Bank pay such brokerage in the same sense as is paid 
by sarrafs, viz., to procure business, or only to their khazanchis for guaranteeing the 
signature of the parties to the hundis? In the latter case would it not he more in the 
nature of establishment costs? 

Answer : The brokerage is paid by the bank to the broker. It should have 
been made clear in the latter portion of the answer to question 2, Section II, Part D, 
that although the bank actually pays the brokerage to the broker, it recovers it from 
the borrower in the rate charged. There is thus actually no difference in practice and 
between the payment of brokerage by banks and by sarrafs. 

The brokerage is paid by all banks. The subsequent portions of the questirui do 
not, therefore, arise. 

Question 23 . — Please state whether the rates for internal remittance referred to in 
your reply refer to large remittances or are they applicable in the case of small amounts 
also. If not, what is the difference in rates? 

Answer : The fine rates referred to apply to large amounts. The rales for small 
amounts vary according to the amount and/or the place on which the bills are drawn. 
They do not, in any event, exceed four annas per cent, even for such small amounts as 
Bs. 100. 

Question 24. — Do you think it will be in the interest of both producer and consumer 
if the charges levied by the arhatia and middleman, as well as incidental charges paid 
when buying on selling commodities, are brought under lam and properly regulated? 
Should the levy for gaushala and other charitable purposes generally levied in markets 
be brought under State control both as regards the maintenance of such funds as well 
as their expenditure? 

Answer : There is no necessity for the regulation of these charges by law. Com- 
petition among arhatias keeps the rates at a reasonable level. 

The instant the State stepped in to control the levy for gaushalas and other 
charitable purposes, these levies would be abolished to the disadvantage of the charities 
now benefiting by them. 

Question 26. — How would it be possible for people in the mufassil where modern 
banking facilities do not exist to pay or receive their dues by cheque? Do you think 
this gap can be suitably filled in by having registered and licensed indigenous bankers 
whose cheques could be accepted in payment of government dues? 

Answer ; The answer to question 4(a), Section III, Part B, was based on the 
presumption that the persons who would resort to the use of cheques would have accounts 
in banking centres. 

The Committee do not propose to answer the question now put. 

Question 26. — The postal cheque system was found to he one of the quickest methods 
of mobilizing monetary resources in Germany. In view of the fact that the postal 
system is sufficiently spread throughout the length and breadth of India, would not 
the keeping of cheque accounts by the post offices lead to the same result as in Ger- 
many as well as fill up the gap of the nature referred to in the preceding question, 
assuming of course that the staff would he suitably trained and the system suitably 
organised? 

Answer ; It is not accepted that a system which has been found to work satis- 
factorily in Germany could be worked equally satisfactorily in India. 
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Question 27. — Are the interests of depositors of joint-stock banks sufficiently safe- 
guarded under the present law? 

Answer : It seems to the Committee that this is a question which the Banking 
Enquiry Committees alone will be able to answer — on the conclusion of their inquiries. 

Question 28. — If some means could be devised to stimulate confidence in the joint- 
stock banks ^ do you think that would increase the saving and hanking habit and bank 
deposits 9 If sOt could you suggest some such means? 

Answer ; This is a hypothetical question which the Committee prefer not to at- 
tempt to answer. 
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Lala GIRWAHDHARI LALL, Secretary, Glass and Bangles 
Industrial Association, Firozabad, district Agra. 

Replies to the questionnaire. 


I. — Agricultural credit and credit facilities. 

Part G. — Small induHries allied to agriculture. 

Question 1. — The industries allied to agriculture in this area are cotton hand 
spinning, growth and manufacture of tobacco and vegetables. 

Question 2. — In general the condition of Ihese industries is depressed. The best 
method of improving their condition seems to be to free them from the clutches of the money- 
lenders and middlemen by encouraging the well-known movement of co-operation and 
assisting such industries financially. 

Question 3. — Hand spinning and weaving are ihe only economical employments 
which can bring relief and contentment to the farmer during the off-season, because 
these products can find a market easily within the four walls of their own villages. 
Working capital for such enterprises can only ho secured by co-operation. 

Part H. -Small urban industries. 

Question 1. — The glass and bangle industry in general is financed by private 
enterprise. In some cases loans at very high rates of interest are arranged from local 
moneylenders* The contract system is also employed in the case of the glass and 
bangles’ manufacturers. 

Raw materials and implements are generally bought on credit. Such credits are 
given with no stipulation of interest. A fair margin by way of profit goes to such dealers. 

Wares are disposed of through wholesalers and middlemen. 

Middlemen and large ilealers are the only persons who can take the product and 
thus save the difficulties of finance notwithstanding that the major portion of the labour 
is lost in paying to these middlemen. 

Question 2. — The glass factories generally employ smelters who could be brought 
under the category of master artisans. Similarly in the case of bangle decorating and 
bangle manufacture there are skilled persons to make out new designs. But such men 
are rare. 

With the financial help of the karkhanadars the middlemen find the market, i.e., 
consumers. A fair portion of the profit without any expense on their part goes into the 
pockets of the middlemen. This is due to the unsatisfactory condition of the banking 
facilities available at Firozabad. No apprentices are employed. The workers mostly 
are under the contract system. 

The majority of the workers employed in this trade are known as shishgars and 
have drifted here from various places. 

Question 3. — I am not aware of any instances of sweated labour. On the other 
hand the labourers in this trade are more content than those employed elsewhere. The 
difficulty of exploitation has never risen here. 

Question 4. — We are not aware of any co-operative artisans* society but the need 
for one is keenly felt. Co-operative organisation is the only remedy to find finance for 
small industries and to save them from the clutches of middlemen. Neither a co- 
operative nor a joint-stock bank would be of any avail until the policy behind it is 
changed and this is really desired. 

Question 5. — ^We would strongly recommend a Government -aided co-operative move- 
ment for the protection of these industries instead of a joint-stock bank. The bank 
should issue loans to persons or firms interested in the trade and who deserve assistance. 
We are not of opinion that loans should be granted to individual artisans until it 
has been established that the aid so given will be fully secured. 

Question 6. — Sales associations, d^pfits or emporia can, by co operation, be of 
effective assistance in advertising and marketing wares. 
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II. — ^Indiobmoub baneino. 

t 

A. — Organisation of indigenous hanking. 

Question 1. — Although Firozabad is a big trading centre unfortunately there are 
no indigenous bankers. Of course there is a class whom we call moneylenders; these 
are only private persons dealing in lending money, charging a high rate of' interest 
thereupon. In Hindustani they are termed sahukars. The only business transacted 
by these moneylenders is to give money on loan. The system by which they lend 
money is by getting bonds, hundis^ promissory notes or simple mortgages executed in 
Iheir favour by the debtors. 

Of course ihere are some moneylenders who deal in moneylending as well as 
in trade, and there are some who deal in the former alone. There are some whose 
principal business is deahng in com, cloth or ghi and whose subsidiary trade is money* 
lending; while there are some whose principal business is moneylending and subsidiary 
trade, for example, shares in a company or glass bangle or cloth shops, kept by other 
members of the family. 

Question 2. — The said moneylenders undoubtedly advance a great deal to the 
agriculturists but that is very detrimental to the interest of the tenants because they 
charge a high rate of interest from them and thus never leave the tenants unburdened 
from the loans. The interest itself becomes a lump sum too difficult to be paid and 
the debt thus becomes a constant source of anxiety and poverty throughout their life. 
At present there is a co-operative bank working in this tahsil which has to some extent 
done some work towards financing them, but that too has not proved very useful to 
them. 

The moneylenders have not got sufficient money to finance trade. As mentioned 
above Firozabad is the biggest trading cenire for glass and bangles in India and there- 
fore requires much more financial help than is afforded by the moneylenders. They 
can only give loans and that too on high rates of interest which instead of being useful 
becomes harmful to the advancement of trade. So towards trade financial help amounts 
to nil. 

The industry here also meets the same fate as trade because the moneylenders 
cannot finance it. There are so many glass manufacturers and glass bangles firms or 
factories that they cannot be financed by petty moneylenders. 

Agriculture is financed by giving the tenants money in instalments for their seed, 
purchasing bullocks, for w^ells and harvesting purposes. Sometimes they pawn their 
ornaments with the said sahukars and thus serve their purpose. But that enhances 
their difficulty all the more, because they are victimised by the galloping compound 
interest which reaches a very high climax. When these moneylenders realise their 
advances with interest the poor tenants are forced to sell their produce or to pay in kind. 

Trade and industry are financed on the execution of bonds, promissory noles, 
hundis, and pawning the goods with sahukars. 

Question 4. — ^There are no financial houses dealing solely with the provision of 
credit facilities by purchase and sale of hundis and other bills of exchange. The chief 
cause is lack of money and enterprising spirit. 

Question 6. — The mahajani system of book-keeping is Ihe method generally adopted 
by indigenous bankers fn keeping accounts. 

B. — Raising of funds by indigenous hankers. 

Question 1. — The forms of hundis are — 

(i) Hundis payable on sight. 

(ii) Hundis payable after 31, 51, 61 and 91 days. 

Other credit instruments used by indigenous bankers are : — 

(a) Bonds, registered and unregistered. 

(h) Pro-notes. 

(d) Simple mortgage. ^ zn t. • 

If a lump sum is given the debtor has to execute a simple mortgage. Otherwise 

ordinary pro-notes are more prevalent, ^ ^ 

Question 2. — ^The bankers here have their own capital. That sum goes on increas- 
ing. Some of them have got their zamindari which increases their resources. 

The Imperial Bank of India and joint-stock banks are reluctant lo render any 
help whatsoever to the moneylenders. 
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The present bAnking system is so very intricate that instead of creating any faci- 
lities it puts difiSculties in advancing or granting loans. Sometimes the bankers require an 
introduction before they advance money, which is a difficult task for the trading people. 
Besides, their aim is not to aid industrial institutions. There are no local bankers, but 
those at Bombay or Agra are not willing to advance money even on pawning chemicals or 
other goods. There can be some improvement if a regular industrial bank or a 
branch of the Imperial Bank of India be opened here. 

Question 3. — The system of receiving deposits does not prevail amongst indigenous 
bankers here. 

C. — Advances by indigenous bankers. 

Question 1. — The moneylenders lend money on hundis, pro-notes, etc., mentioned 
above. The question of cash credits does not arise here. 

Loans granted have to be paid back within a fixed period and that too subject 
to the Limitation Act. 

The security taken is personal security and sometimes mortgage on a property. 
The rates of interest range from 12 to 36 per cent, per annum. 

Question 2. — The prevalent rate that the poor agriculturist has to pay to the 
i idigenous bankers in my area is 37 J per cent, per annum, while in kind he has to 
pay 50 per cent, per annum. If the present co-operative banks are financed sufficiently 
by the Government, so as to enable them to advance money in every village the present 
rates of interest will be reduced. 

If by organising the co-operative banks on a large scale the rate of interest be 
reduced and facilities for supplying seed and agricultural necessities created, it would 
certainly be beneficial to the agricultural community, and the benefits would not be inter- 
cepted by the moneylenders if the bank is alert on realising its money. 

Question 3. — As regards the facilities enjoyed by clients in inspecting their accounts 
with bankers, the agriculturists here are firstly uneducated, and even if they be educated 
it depends on the sweet will of the moneylenders either to show’ the accounts or 
refuse to do so. 

D. — Exchange and money market. 

Question 1. — There is no money market here, but for local exchange it is some- 
times possible to purchase hundis (on a very meagre scale) from some big firm. These 
big firms either have their branches at Cawnpore, Calcutta and Bombay or have their 
connections with commission agents at these places, and so their hundis after being 
purchased from them can be sent to those places and there they can easily be cashed. 

Question 2. — ^Brokers alone do the exchange work. They gel one pice per cent, 
from the drawer and one pice per cent, from the purchaser. 

Question 3. — The rate at which hundis are purchased and sold depends on the 
demand and supply of the hundis or say the market rates prevalent at that time. 

For obtaining credit the interest ranges from one to two per cent, per month. 

During the dull season the money is left idle and there is no demand, and the 
lates are accordingly low. When the market is higher the rate goes up. The rate 
of interest of the Imperial Bank of India has no effect on the local market. 

Question 4. — The market is not influenced by any organisation such as the 
Panchayat Sarafa at Delhi. 

Question 5. — The local market is not governed by local usages. 

E. — Defects of indigenous banking. 

Question 1. — The moneylender is seen with an eye of contempt by the public because 
the rate of interest charged by him is excessive. 

Question 8. — Indigenous bankers have some difficulty in realising their sums be- 
cause they are the last to be paid. First comes the zamindar^ next the co-operative bank 
and then the sahukars. As regards legal protection the law is sufficient and in my 
(pinion they do not require any special protection. 

Question 4. — The chief defect in these moneylenders is that they do not give 
any receipt or generally do not allow any ^arkhat with the debtors in order to prove their 
payments. Besides, in the case of bonds, they take the thumb-impression of the executor 
on blank non-judicial paper and get it written up to the margin allowed by the stamp 
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value. The creditor should be required to keep a regular account of the transaction and 
give a sarkhai or regular receipt on payments. 

Question 5. — Indigenous bankers are not able to meet all demands for want of 
capital. The Bank or the Government should meet the demands by advancing money 
at cheap rates. 

III. — ^Investment habit and attraction of capital. 

A. — Encoufagemerkt of saving and investment habit. 

Question 1. — There is no bank here. The moneylenders alone deal in the business of 
lending money. 

The banking resources are not sufficient. Here in Firozabad the glass industry is 
being carried on on a large scale and requires a big sum; hence a bank is badly needed; 
and that bank should be capable of lending at least six lakhs rupees. 

Question 2. — ^There are no means for encouraging the habits of saving and invest- 
ment except the post office savings bank. This is not sufficient. 

Question 3. — The people in general do not invest in gold and silver but when 
there is a surplus amount they invest the money in having ornaments made; they 
do so to the extent allowed by surplus. Tradesmen do nol generally invest in gold and 
silver. 

Question 4. — Postal cash certificates are not popular here. If the rates of interest 
be increased naturally there would be more attraction. Further, the present terms do 
not allow any interest if the certificates are encashed within a year : if some interest 
is allowed people would be inclined to purchase them. Other terms do not require to 
be altered. 

Question 6. — ^Post office savings banks do not afford adequate facilities to the 
investing public. First of all they should be popularised by various sorts of advertisement 
and should easily be obtainable at any place. Their popularity can also be increased 
if brokers be employed and some commission be granted to them. 

Generally educated persons take advantage of these facilities. Many educated 
persons however do not understand even the importance of saving. The investment depart- 
ment should be a separate one and easily accessible to the vernacular classes. The 
jecords and the forms should be in Hindi and Urdu. 

Question 6. — I do not agree that the rates of interest on postal cash certificates 
and treasury bills are so favourable as lo create unhealtny competition between Govern- 
ment and banks in attracting money. The issue of gold cash certificates would not 
he of much use in accelerating the savings and investment habit. 

Question 8. — It would promote the savings habit if public bodies like municipalitiea 
tvere to afford savings bank facilities, provided that the Qnvernment check their accounts 
and keep them under their control and assure the public as regards security. 

Question 11. — ^The agricultural class are generally in debt and even if in a 
prosperous year they get some surplus they invest it in ornaments. They are generally 
aneducated and illiterate; they do not know how io invest money. As regards traders here 
they do not possess sufficient money even to carry on their business smoothly. Some 
persons who can save money invest in ornaments or keep it with them or give it on 
iosn. 

Question 12. — As mentioned above farmers spend their surplus in ornaments; or 
they spend on the occasion of some marriage or other festivals. There are one or two 
persons in the village who lend their surplus money on interest, and that interest is 
always high. Finally it may be said that they are so foolish that they spend their surplus 
lavishlv. 

The amount of capital in the possession of the agricultural population of the par- 
gana cannot be estimated. It is certain that it is decreasing daily. The tenants are in 
utter poverty and ruined condition. 

Question 18, — I agree that the banking and investment habit in India is of very 
slow growth. It is due to lack of education and lack of money- The people can be 
encouraged to invest their savings in profitable undertakings if safe profitable industrial 
institutions be opened and the Government patronize them. 

(For oral evidence, see pages 60 — 64,) 
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Note on the glass and bangles industry of Firozabad, district Agra. 

Short history of the industry. — ^The industry of making glass and glass bangles 
w^as carried on here on cottage lines since very early times. But during the memorable 
days of the Great War, the industry received a very great impetus, and a number of large 
glass factories was established here. The depression which followed the closing of the 
war resulted in the closing of some of these factories, but the rest successfully 
tided over the crisis. Since then, the industry has undergone marvellous improvement 
till the Firozabad product to-day compares favourably with foreign makes. Firozabad 
now occupies a unique position in the industrial life of the country as the only place 
throughout India where glass or glass bangles are manufactured in any largo quantities. 

Present position. — There are at present five big factories producing on an average 
400 maunds of glass every day, valued roughly at Rs. 1,800, and one factory which 
manufactimes globes, bottles and electric shades. Besides this there is a very large number 
(above 100) of small furnaces where all sorts of glass bangles are made. Besides being a 
manufacturing town, Firozabad is an important distributing centre for foreign glass 
bangles and there is a large number of middlemen who either purchase bangles from the 
local shishgars (bangles makerai) or import them from foreign countries like Japan, 
Czechoslovakia and Austria, and then distribute them all over the country. There is also 
another class of merchants who deal in chemicals (like Selenium, Cadmium sulphide. 
Cobalt oxide) required for giving colour to glass. The chemicals are imported from foreign 
countries and sold over to the factory owners. Roughly speaking, it requires a capital 
of Rs. 50,000 to one lakh (o set up a glass factory and from Rs. 200 to Rs. 500 to have a 
furnace for making bangles. The total amount of the capital invested in the industry 
here may roughly be taken to be above 20 lakhs of rupees. 

Hoto industry is financed. — There being absolutely no banking facility, the owners 
either provide their own capital, or as happens in most cases, borrow that at a rate of 
interest varying from 9 per cent, to 16 per cent. The local furnace owners are generally 
poor persons and they can only get glass on credit from the factory owners ; and after 
disposing of the bangles which they make out of the glass so provided to t^hem, they 
pay up the money and get glass for the next day’s work. 

7’he middlemen dealing in bangles locally made have to invest comparatively a 
small capital, while those selling foreign bangles or chemicals generally borrow money 
from local moneylenders at current rates of interest. The total approximate value of 
foreign glass bangles and chemicals comes to about 20 lakhs. All these imports are made 
through exchange banks at Delhi or Bombay. 

Difficulties. — After all that we have said about the flourishing condition of the 
industry and the vast improvements made therein, it remains to be said that the germs 
of decadence have set in, and during recent years there have been clear indications 
that the industry is on the decay which, if not arrested in good time, may soon lead to 
very unhappy consequences. Various causes have contributed to bring about this un- 
fortunate change but the lack of adequate banking facilities has been a very important 
factor, in not only retarding its progress but, what is sMll more important, in forcing 
its growth along very unhealthy lines. We beg to illustrate this point with reference 
to large factory owners. Every factory owner uses something like Rs. 300 per day on 
materials like soda, sand, coal and chemicals, besides labour, etc. If this money is not 
forthcoming, the glass furnace is kept on going without any material in the pots, and this 
means a net expense of Bs. 100 on coal and labour etc. because if it is not heated all 
the pots may get broken due to cooling. A new furnace may mean an expenditure of 
Es. 4,000. What generally happens is that in slack seasons these factory owners borrow 
money for short terms on very exorbitant rales. When the glass is prepared such factory 
twners have perforce to sell them at reduced rates. In this way very acute internal 
cfimpetition has been the consequence. The prices have gone down abnormally and very 
little margin has been !ef^ for profit. Our submission is that if proper banking facilities 
be made available much of the competition will be eliminated. The other difficulty is of 
course patent. Persons dealing in foreign glass bangles and chemicals have to keep 
iLeir accounts in banks at distant places like Delhi and Bombay which necessarily involves 
much delay, inconvenience and extra charges. As we bave^ already pointed out the 
imports amount to about 20 lakhs which is in no case a negligible snm. 
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Remedies suggested , — ^In order to have all the difficulties removed we submit that 
something in the nature of the following arrangement be made— > 

(1) A branch of some bank carrying on exchange work should be opened here. 

(2) In this connection we submit that these foreign banks are very reluctant to allow 
us the facilities which they allow to merchants at home. 

(3) Industrial banks to be established which may — 

(i) give loans for long terms to finance sound schemes of trade. 

■ (ii) give money for short terms on the credit of our goods. 


(For oral evidence, see pages 60 — 64.) 


Lala Girwardhabi Lall. 
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ORAL EVIDENCE. 


Lnoknow, January 30, 1930. 


Present : 

Mb. E, a. H. Blunt, c.i.e., o.b.b., i.o.s., m.l.o. 
Db. Badhakamal Mukebjee, M.A., ph.D. 

Bai Bahadub Babu Mohan Lal, m.a., ll.b,, m.l.c. 
Mb. Mohan Lal Sah, m.a., ll.b. 

Bai Bahadub Pandit G. S. Upadhya, b.a. 

Db. L. C. Jain, m.a., ll.b., ph.D. 


Chairman, 

Members, 

Secretary. 


{Witnesses : Mb. Ganga Pkasad Jain, accompanied by Lala Girwardhabi Lall, Secretary ^ 
Glass and Banges' Industrial Association, Firozabad, district Agra,) 


The Chairman : It is a long time since I have seen the correspondence about the 
Pu*ozabad industry, that was as far back as Mr. Silver’s time. I understood that it had 
ueen in the past quite successful, and that it is so still, to a certain extent, though not as 
much as before. W.hat you say here (written statement) is true of a good many industries, 
They are going on, but not as well as they used to. There are of course general causes, 
namely, that there is a slump in trade all over the world. You have trade difficulties 
owing to lack of credit on the spot? — Exactly. 

Firozabad is not a big place? — No. 

You have comparatively few moneylenders in the big sense — mahajans, sdhukars'}—' 

Yes. 

Practically you have ip finance yom’self? — We have certain moneylenders. They 
give credit to the agriculturists and they are reluctant to lend us their money. Then 
they charge a very high rate of interest and pawn ornamenle and other things. They 
give preference to agriculturists and they do not advance money for industries and such 
other things. 

Do you have dealings with Agra Seths? — No, 

Obviously when you cannot get money on the spot you should look for it further 
away? — We get it at a high rate of inierest. We also have to adopt other means, that 
is, we under-sell our goods. 

ft is a very unfortunate thing to have to do. — (Witness) : Yes. 

As far as I can make out, what you really want is working capital. You want to 
be able to finance your operations from day to day as they go on. — (Witness) : We are 
under peculiar conditions. Daily we require Bs. 300 for every fadory. We have to pay 
for coal, sand and soda. It is not possible to have such a big working capital. When 
»here are payments to be made and we have not sufficient money, either we borrow at a 
high rate of interest or under-sell our goods. 

This means that each factory wants a lakh of rupees as a working capital? — Not 
une lakh exactly, but, say, from Bs. 50,000 to one lakh. 

What does your income come to? — Income daily or monthly? 

You have to spend Bs. 300 daily. How much comes back to you by the sale of 
goods every day? — ^It comes to Bs. 360. 

A day? — ^Not daily. That is the trouble, because sometimes the market is dull. 
We produce daily 80 maunds of glass of different colours (samples shown), and when we 
are not able to sell it, the difficulty arises. 
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You have always stock as your income to cover your outgoings, but you have 
not got it in cash. I think you have cash or stock enough to balance your expenses? — 
Yes. At times when we want more money to enlarge the factories, we do not get it. 

That is a fresh point. Let us take one thing at a time. — (Witness) : All the 
capital that we have invested is not ours : we have borrowed certain sums. Suppose we 
require Bs. 40,000 for a factory : generally we spend Bs. 20,000 from our own pocket 
and borrow the remaining Bs. 20,000. 

Let us leave out that question. We will come to it later. We should merely restrict 
ourselves for the present to your day-to-day operations. I understand that you have 
almost a regular outgoing of Bs. 300 a day and that you have an income of Bs. 360 a day, 
which gives you a profit of Bs. 50; but that Bs. 360 is not regular. You may have to 
spend thirty or forty times Bs. 300 before you get back the money. If you were in 
Cawnpore and had a cash credit with a bank, then I think there would be no difficulty 
about working capital? — We borrow money and for that we have, io pay large sums as 
mterest. 

At a high rate of interest? — ^Yes, 9 to 16 per cent. 

To put the thing briefly — so far as the running position is concerned, you have the 
capital, partly borrowed and partly yours? — ^Yes. 

What you really want is to be able to get borrowed capital at a cheaper* rate of 
interest ? — ^Yes 

I think if you were in Cawnpore, there would always be people available who would 
lend you at a reasonable rate. — (Witness) : I do not think so. 

I say that if you were in Cawnpore, yon could. It is the locality for this purpose. — 
(Witness) : Yes. 

If you want to get cheap working capital, a bank has got to come to you? — We wani 
a bank which may be able to give creait for a long term. 

You want both long-term and short-term loans? — ^Yes. 

Before that is going to happen, the bank will have to satisfy itself that there 
is sufficient business to make it worth its while to go to Firozabad. — (Witness) : The 
business is sufficient there and there is this local glass bang^ business worth about 
20 lakhs. Then, it is the chief distributing centre of bangles. JEighty lakhs or one crore 
worth of bangles are imported in India and most of these are distributed from Firozabad. 
We purchase these things from Bombay merchants on credit. If there is a bank at 
Firozabad, we will import direct. 

Dr, Radhakamal Mukerjee : You make bangles? — We make bangles and also 
import them. 

Rai Bahadur Pandit G. 5. Upadhya : Why should there be any necessity for import- 
ing them? Can you not manufacture in sufficient quantity and of the quality required? — 
We purchase these things from Bombay merchants on credt. If there is a bank at 
they ace now less. Further, we have not been able to produce bangles of a very high 
quality. 

Dr, Radhakamal Mukerjee : If there be an industrial bank, it will be to help you 
In manufacture bangles and not to import? — ^Both. 

The Chairman : What you want is better trading facilities, preferably in the shape 
of a bank?— Yes. J 

I cannot say we will be able to produce one — at all events we know what you 
exactly want and how to cure. — (Witness) : Yes. 

Now, we come to long-term loans for expansion. — (Witness) : Not for expansion 
alone. We have still borrow^ capital and we are being pressed to pay it off. Moreover, 
we want to replace it by cheaper capital. 

What we suggest is an industrial bank which is designed for long-term loans. For 
•hort-tem loans you may have to go to somebody else. I am however not sure; this 
bank might do both. — (Witness) : We want both these things. 

We were talking of an industrial bank yesterday and came to the conclusion that 
it would be a great advantage to the province. We thought that it should exist in a 
single place, for instance, in Benares. It would not be in Firozahad although it may 
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Open a branch there and at other places later on. We also came to the conclusion that 
we should have a lot of restrictions, but Government can assist in various ways. What 
sort of assistance have you received from them? — At present we do not get any assistance 
from Government. There is one factory which got some Ks. 10,000 or so from them. 
No other factory has been able to get anything. 

Did they apply? — Yes, they did apply but their applications were refused. There 
were so many factories which failed because they could not get financial help in time 
and the moneylenders would not come to their rescue. 

An industrial bank on the spot would solve the difficulty? — Yes. 

Dr, Radhakamal Mukerjee : We are concerned as much with the cottage shishgar 
as with the workshop. What kind of credit and for how long would the cottage 
shishgaf need and how would an industrial bank, or any other organisation, help him?- — 
^hishgars get credit from factory owners. They are very poor, but also extravagant. 
All the same they are very helpless. They go to the factory owners who give credit. 
They take advances, that is, they take the glass and manufacture bangles and then 
they sell them. They pay this money to the factory owners and take glass again from 
them on credit. 

Bo the factories do not manufacture bangles? — The factories make glass (sample 
shown) and shishgars make bangles from them. They are independent persons and they 
have no concern with factories except that they purchase glass from them. 

If a bank is started in your place, should its object be to supply glass, that is, 
the raw material to shishgars? — Their cases deserve consideration. They earn Bs. 2 or 
so. If some co-operative society is established their credit will be enhanced : at present 
whatever is advanced to them is a bad debt. 

There is another line of solution. You might have a co-operative society of shish- 
gars. If a branch of an industrial bank is opened it would supply either money or glass 
to this co-operative society and then it will deal directly with the shishgars, — (Witness) : 
It will certainly be better to have some sort of co-operative arrangement with these 
shishgars. It will be beneficial to thena as well as to factory owners. At present we 
have no hope of getting back the original amount which we advance. 

The Chairman : The position is like this. You make glass, or raw material. You 
sell it to bangle-makers all over the place. They purchase it- or rather take it on credit. 
They make bangles and sell them to somebody else and then they pay you back, or, are 
supposed to pay you back. In spite of this payment they are always one instalment 
behind. You never get back your original principal? — ^We get profit out of this transac- 
tion but we do not get the original money lent. 

You want to have on the one side any sort of bank and on the other an industrial 
one for long and short-term loans and you want to have a co-operative society to deal 
with it as a whole leaving it to the society to distribute glass to bangle makers? — Yes. 

What you want is consolidation? — ^Yes. 

Rai Bahadur Pandit G. S. Upadhya : In that connection you will also like that 
the sale of the bangles should not be through middlemen but perhaps through you or 
somebody else? — ^At present the condition is that there are middlemen who purchase these 
bangles from shishgars and then they sell it. These middlemen get profits for nothing. 
They do not invest any money. They ask shishgars to sell them bangles. We have to 
advance glass to them. 

You want that these middlemen be done away with. Will your factory be pre- 
pared to take the manufactured produce in your possession for sale? — ^No. We do not want 
that. We want that some sort of co-operation must be there to effect that sale also. 
We are not going to burden ourselves. 

The Chairman : What you want is another co-operative arrangement for sale? — 
The same arrangement of co-operation will do for one or both. 

Yes, this can be for one or both. You make bangles at Firozabad and you want a 
central organisation for sale. Would it not be better to have it in a place like Agra? — 
Firozabad is a centre for this industry and merchants from outside come here. 

You may have it both at Agra and Firozabad.— (TFitnea^) : Nobody will go to Agra. 
People come to Firozabad from far places like Madras for this purpose. 
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Do you have any sale abroad? — That we have. 

England? — have not got overseas custom. 

Dr, Radhahamal Muherjee : Is there octroi or terminal tax which affects your indus- 
try?— We have got to pay octroi duty on those chemicals and glass bangles which we 
import : 15 per cent, on chemicals and 30 per cent, on bangles. 

Do you pay any duty on your export? — ^The municipality charges six annas per packet. 
But we have no export. 

The Chairman ; Have you ever attempted to make plate glass ? — That requires a lot 
of capital. Many people are trying to do that. Our difficulty is that we have no limited 
concerns. All are private concerns. In the beginning we had certain limited concerns but 
they failed anyhow. People are more diffident about these concerns. They will not advance 
money. 

Dr. Radhahamal Muherjee : Is there any tendency among the shishgars to drift from 
their homes to small shops? — They are doing so. 

Quite a number of them? — ^Yes. Suppose a shishgar is rich enough. He will collect 
three or four men and start a workshop and will invest say Bs. 100 or Rs. 200. They 
manufacture reshmi bangles. 

How many small workshops are there? — ^More than 60. 

Is the tendency increasing? — That depends on the market. The whole thing is like 
this. These reshmi shishgars do not work independently. They will combine and set up a 
furnace, which will employ a larger number of men. If a smaller number is employed 
there is waste of fuel. Isolated workers make rough bangles. These small harhhanadars 
make reshmi bangles. 

Then you have got a very successful cottage industry. You have got a small 
karhhana and a big harhhana and then a factory to manufacture raw material-glass — ^for 
making ordinary bangles. Some of them make reshmi bangles. Cannot the smallest unit 
of family of shishgars do this without outside help? — That is possible. 

The Chairman : Can they make rough and reshmi bangles ? And how big a family 
would it have to be? — If they make rough bangles they must be ten or twelve. But in 
reshmi they do not require more than six. These decorations (showing some bangles) are 
made by the ladies at home. Nearly half of the population of Firozabad is connected with 
this industry. 

Rat Bahadur Pandit G. S. Upadhya : There are certain merchants perhaps who get 
these bangles from the hanglewala and they sell them? — The class of persons who sell 
bangles is different from the persons who manufacture them. 

Is there any difficulty about financing merchants to sell these things? — ^I have already 
said there is difficulty there. These middlemen have practically nothing to invest. I am 
talking of middlemen to whom they take things for sale. These middlemen sell these things 
to outsiders and for this purpose they require capital. They require a large capital, say 
Rs. 16,000 or Rs. 20,000, to deal with foreign countries. They borrow at the same rate 
as these harhhanadars. 

The Chairman : From where do these foreign goods come? — ^From Australia, Japan, 
etc. 

Rai Bahadur Pandit G. S. Upadhya i I understand that there are rich people in Agra 
and round about who would like to have a limited society with you as partners who are 
experts. Have you any objection to that? Suppose you have no bank for some years 
to come, if you have paftners as shareholders of a limited coinpany will not that serve 
your purpose?— I do not think it would be possible. We want a%an for a long term and 
then we want facilities for exchange purposes and import purposes. Our difficulty is that 
these banks do not give any credit. 

Why should it not be possible to have a limited company? There are persons for 
instance in Agra who are prepared to advance you, if they get a share in the profits? — 
Profits they will get if they are in a position to advance. 

They want partnership, if you want to have their money as your working capital. 
You should consider this, because suppose this bank may not come for another 60 years. 

The Chairman : You should come into touch with them and consider the possibilities. 
Mb. Ganoa Pbasab Jain and Lala Gibwabdhabi Lall. 
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The Witness ; Our difficulty is about finance. We are going to be ruined unless 
a bank is established there. 

Mr, Sah : What do you call a cheap rate of interest? It must be between 4, 6 or 
6 per cent.? — ^At present we pay 9 per cent. Very often we have to pay from 9 to 16 
per cent, and even more according to our requirements. 

What security is there behind the loan? — The security is our business, factory and 
other things. 

The Chairmans And your stocks? — ^Personal, stocks and all that. 

(The Chairman thanked the witnesses, who withdrew.) 


Mb. Oakqa Fbasab Jaik abb Lala Gibwabdeabi Iiau;*. 



( 66 ) 


Babu PARSHOTAMDAS SINGHANIA, of Messrs Seth Amrltlal 
Oulzarilal, Firozabad, district Agra. 


Replies to the questionnaire > 


I. — Agricultural credit and credit facilities. 

Part J. — Internal remittance and negotiable instruments. 

Question 1. — There is no bank at Firozabad. Though sdme of the firms call 
>r designate themselves bankers, they cannot come under the category of indigenous 
jankers, being mere merchants employed in trade. They have no interest in dis- 
jounting hundis of the bazar other than what is necessary for their own trade. 
Jash IS brought to this place by these merchants after getting hundis (demand drafts) 
liscounted at centres like Cawnpore, Agra and Delhi. Money is also borrowed at 
ihese places against goods and is brought to this place. In spite of there being banking 
“acilities at Cawnpore, Agra and Delhi, the people generally employ the services of 
jommission houses or what iiay he termed as ''arhatdatSy" and do not like to deal with 
-he banks. The reasons for this are — 

(1) The banks’ rate of discount generally rules higher in the case of demand 

drafts than the rates prevailing in the market of its locality. 

(2) The refusal of the bank to deal direct with persons on account' of lack 

of introduction. 

(3) The banks are useless to Indians. There is great difficulty in the way of 

introduction. Such banks never care to advance money against market- 
able goods such as cotton, grain, etc., even if the borrower leaves a fair 
margin, say of 30 per cent., in the hands of the bank to meet any risk 
that may arise. 

The present system is most defective. It requires a thorough overhauling. I 
have the following suggestions to make to meet the defects : — 

(1) The banks’ rate of discount for demand drafts should rule in sympathy 

with the prevailing market rates of its locality. 

(2) The banks should establish more direct ’ connections with the, public, parti- 

cularly with parties having no branches in their locality. For this 
purpose information bureaux should be established so that the banks may 
be kept well informed of the status of various tradesmen — even of those 
who have connections with the bank. The present system employed by 
the bank of getting information through khazanchis is defective. No 
interested parties should be allowed to carry out this part of a bank*® 
function, and there should be a separate agency or department by way 
of an information bureau for the purpose. Advisory boards should also 
be appointed, comprising respectable traders of the placed to guide the 
bank officials in the various transactions. 

(3) At present the yearly accounts and balance sheet of a bank are published in 

English. The form prescribed for such a balance sheet under the Indian 
Companies Act is such as only highly educated persons can understand. 
Translation of these in vernacular should also be published, and the 
form of balance sheet should be so constructed as to disclose to a layman 
the real financial position of the bank. 

(4) Propaganda work should be carried on by the bank to get the public accus- 

tomed to the habit of banking. The present stipulation of a very high 
minimum sum for opening a current account is a great drawback in a 
poor country like India and discourages the banking habit in the people. 
In England this amount is £5 only. The minimum sum should therefore 
be brought down to Bs. 100. 

(6) Other banks do allow a certain percentage by way of interest on current 
accounts. The Imperial Bank of India, which is supported by the State, 
is most rigid in not allowing any interest. This also discourages the 
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banking habit in the people. Large sums of money remain idle in the 
hands of traders at off times which could be sent to a bank for being 
so credited. 

<6) Better facilities are necessary to avoid discount in exchanging government 
currency notes for coins and vice versd. The banks generally refuse to 
entertain such exchange. In any case the Imperial Bank of India should 
be made to make such exchanges freely where no currency office exists. 

<7) In important places like Firozabad, which is the centre of the glass and 
glass -bangle industry in India, as also in the import and sale of foreign 
made glass bangles, ihe State should get branches opened of banks, 
or, if this is not feasible, the treasuries or sub-treasuries should grant 
demand drafts on other treasuries of sub-treasuries, or on the Imperial 
Bank of India as the case may be, at a uniform rate of discount which should 
not exceed two annas per cent. A rate over this would be unworkable 
because in that event government currency notes can be forwarded under 
insured cover. 

(8) The Imperial Bank of India should be more liberal in the grant of loans 
against marketable goods such as cotton, grain and other produce. This 
will be a source of great help and is necessary both for the uplift of 
industry and agriculture. The present racial policy which is followed 
by the banks should be done away with. 

(9|) The restrictions in the booking of silver imposed by the railway should be 
removed. The maximum of one maund of coin per passenger is too 
low to meet the demands of a small place like Firozabad alone. 

Question 2. — A negligible part is played by negotiable instruments in the internal 
trade of Firozabad except the discounting of demand drafts and exchange bills. The 
latter are almost none when accounted. 

Question 3. — The system of supply bills is not at all prevalent in this tahsil. 
Beform in the existing state of affairs would be more beneficial if the bills are easily 
obtainable at sub-treasuries without the permission of higher authorities. 

Question 4. — The reduction of duty without a liberal policy of the bank cannot 
extend the use of exchange bills. 

Question 6. — ^No doubt, any extension, cheapening and improvement in the post 
office agency for handling internal remittance would be a source of great help to the 
small traders of places like 3^'’irozabad. I would suggest post offices — where no banks 
exist — should be made to issue drafts on other post offices, and where the sum exceeds 
Bs. 1,000 the commission should be not more than two annas per cent. The traders of 
this place have no other facility but to send B/Bs. per V. P. F., and an improvement 
in this will no doubt facilitate internal remittances. 

Question 6. — The hundis current in our district are (1) demand drafts payable at 
sight, (2) exchange bills or mudath hundis payable in certain periods, mostly 51, hi 
and 91 days from date of execution. The wordings are what is generally used in 
mahajani hundis. 

The existing system has worked smoohtly for a very long-period and any change, 
though it may benefit the person who discounts the same, will bring a further obstacle 
in the way of the executor. As a matter of fact the banks are sufficiently protected 
inasmuch as they never agree to negotiate any hundi until there are two respectable 
unconnected parties concerned therein, viz., the drawer and the drawee. Sometimes the 
bank also takes guarantee from the hhazanchis. The result is that the banks are securely 
covered. I would suggest withdrawal of guarantees by khazanchis and the introduction 
of a sinking fund in banks to meet contingencies. 

Hundis are generally held by banks, sometimes by parties not known to the bank, 
on the mere endorsement of a shroff or firm of bankers known to the bank whom I may 
call middlemen. But also a very large extent of hundis are generally held by indigenous 
bankers who are only accustomed to short-notice investments. 

Hundis are generally discounted in the district but sometimes also in important 
centres such as Cawnpore, Calcutta, Bombay and Delhi. 

Question 7.--Though the necessity of borrowing money during the process of market- 
ing is badly felt in Firozabad, it is impossible to borrow money on the security of any 
kind of instrument of ownership here. Facilities are of course available in district 
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-head-quarters where certain indigenous bankers and also some banke undertaKe such 
business, but an extension of this to important industrial towns will be beneficial both 
to the banking and trading public. 

Difficulties are felt in negotiating K/Rs. when at owners’ risk. The goods are 
then required to be insured, but I would suggest that the policy of the railway in not 
accepting goods at railway risk is highly objectionable. For instance, in F. P. bales of 
cotton there is no ground for the railway to demand risk note form “A”. The packing 
of the bales cannot be said to be of bad condition. The beauty of the thing is that 
while one administration accepts the same at railway risk, another refuses. The 
instruments so negotiated are very few and it is necessary that the banks should 

adopt a liberal policy to negotiate such instmments. 

In conclusion, I would state that the small industrialists in India as also the 
traders are often in want of capital. The big banks are useless for their purposes 

because of the difficulties of introductions. Such investments are considered to be 

insecure. The result is that the borrower has to approach the *'$owcar3** who charge a 
•very high rate of interest which in some cases exceeds 37 per cent, per annum. The 
consequence is that the industry or the trader collapses. 


(For oral evidence p*ages 68 to 74.) 
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ORAL EVIDENCE. 



Lucknow, Febniary 1, 1930. 


Mr. 

Present : 

E, A. H. Blunt, c.i.e., o.b.e., i.c.s., m.l.c. 

Chairman^ 

Mr. 

Mohan Lal Sah, m.a., ll.b. 

... Member. 

Dr. 

L. C. Jain, m.a., ll.b., ph.D. 

Secretary. 


Witness — Babu Parshotamdas Singhania, of Messrs. Seth Amritlal Guharilal, 
Firozabad^ district Agra.) 


The Chairman: What is your business? — Generally we do banking business, but 
we also deal in glass goods and are owners of a glass factory at Firozabad. 

Do you discount hundis*^ — Yes. W^hen there is ample money left with us, and, 
if it is not required for immediate use, we do buy hundis to some extent. 

So you finance your own glass business in the first place? — Yes. So far as our 
business itself is concerned, we do not take any outside finance. 

You refer in your written evidence to “Ihe bank.” What do you mean by it?’ 
Do you mean to refer to any particular bank? — ^No. I refer to all the joint-stock banks. 

Have you got any bank at Firozabad? — ^No, but we have got connexions at Agra. 

Will you like to have a bank there? — ^Yes, we would certainly like to have a 
bank there if possible. 

What type of a bank do you want? — ^We want a bank which can do all kinds of 
banking business, that is to say, advancing money and doing exchange business, and 
everything like that. 

Dealing with foreign exchange also? — Yes. Foreign exchange is also one of the- 
particular things that concerns Firozabad. 

Would you like a branch of any of the existing banks or a new bank altogether? — 
What I suggest is entirely an industrial type of bank aided by Government. 

In what way would you have it aided by Government? — Government must assist 
the bank financially. 

Do you want Government to purchase shares of the bank? — ^Yes. 

Or would you prefer that Government should give a guarantee of some kind? — 
If Government takes shares I think it will be very good. 

Other places also want industrial banks. Do you think that Government should 
invest in all these banks? — In big places where there is the Imperial Bank or some 
other bank there is no need for an industrial bank, but in a small place where there 
is a particular industry, there is great need for it. 

You want a small industrial bank in a small place? Would a co-operative bank 
not do? — I do not think that a co-operative bank would be able to stand, in view of 
keen competition among indigenous bankers themselves. An industrial bank, however, 
has a better chance of success, because its share capital will be subscribed by the- 
people in the industry as well as by Government. 

There are quite a number of indigenous bankers. Would they not start aik 
industrial bank? — They have not got sufficient funds to start a bank 
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Why could they not induce other people to come in? — Of course, people will be 
*4;here but without resources. 

Whenever any bank is started it invites capital by means of shares. — (Witness) 
So far as Firozabad is concerned I do not think that anybody can succeed in getting 
sufficient finance for the bank. 

Could you not take any outside people ? — I am keeping myself confined to 
Firozabad itself. 

There is no particular reason why you should. There may be other people who 
will take shares. — (Witness) There may be one or two instances, but generally my 
point is that no interest has been taken by any outsider so far. 

In other words, you want Government to invest in it in order to get the bank 
going? — That is my point. 

The usual theory is that banks may not be started by Government. A State bank 
IS the only bank which is in any sense a government institution and we keep it also 
free from government control as much as we can. — (Witness) I think you will agree 
with me that the best thing would be to start a bank there with Government aid^ 
People have got no resources to start a bank. 

So you want Government * to take the first step of putting banking facilities in 
working order? The type of bank you want is an industrial bank, i.e., a bank which 
will chiefly deal with industries and advance loans, both long-term and short-term, 
and do other forms of banking business as a side line? — Yes. 

Do you realize that there is great danger and risk in the case of an industrial 
bank? — Yes, but there ought to be no risk if money is safely invesied. My point is 
that if banks are well managed, and if there are advisory boards in each place, there 
is no reason why they should not be able to work with advantage. 

I could suggest possible dangers. You say that banks should have more direct 
connexion with the public. For this purpose you want information bureaux to act, 
as I understand, as a sort of means of introducing the client to the bank? No not for 
those who are already clients of the bank. 

Possible clients of the bank? — My point is this. I am not a client of the Imperial 
Bank, and if I go to the bank and tell them that I want to discount a hundi for 
Ks. 10,000 they will immediately reject my request or they will depend upon the 
hhazanchi for report. In many cases the report' of the khazanchi is not true. Firozabad 
belongs to the district of Agra, and the Agra branch of the Imperial Bank should be 
in possession of full particulars of such persons, who live in the same district though 
actually outside Agra, and, when such a person goes to the bank, they should be able 
to deal directly with him. 

So you want these information bureaux to take the place of khazanchis for this 
purpose, and also that the bureaux should be in a position to inform the bank of the 
status, haisiyatf and financial position of any person who wants to deal with the 
Imperial Bank. In other -words, you want the bureaux to introduce him to the bank? — 
No. Introduction is a different thing and the report of the khazanchi is quite a different 
thing. An introduction is necessary only when a client goes to the bank for the first 
time, but I want the bureau to keep the bank fully informed in regard to the clients 
of the bank. 

You want the bureau to keep the bank informed from time to time as regards 
his financial position? — Yes, the bureau should furnish up-to-date information to the 
bank. • 

What makes you say that the present system of obtaining information from the 
khazanchis is defective? — Khazanchis ^ as a matter of fact, are themselves interested 
either directly or indirectly, in the matter. Take the case of hundis that are discounted. 
Khazanchis get a certain percentage by way of their remuneration as guarantor. I 
think they should be done away with and there should be altogether independent agencies 
to furnish information to the bank. 

Would you have an independent bureau for each bank or a bureau for all the 
banks taken together in the locality? — ^That is a matter for the banks to decide for 
themselves. It will bt. much better if they have one bureau. 
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This you want in regard to every joint-stock bank. — Yes, including the Imperlah 
Bank of India. 

What banks are there in Agra? — There is a branch of the Imperial Bank and there 
is another firm. They are indigenous bankers. They also say that they are representa- 
tives of a large English bank (naming it), but I do not know what arrangements they 
have got with this bank. 

Is there no branch of the Bank (naming it)? — Y’es, they have just opened a 
branch. 

You object to the present form of the balance-sheet and say that the accounts 
are so presented that no layman can understand them? — Of course, it is so. An ordin- 
ary man cannot understand the balance-sheet. 

I quite admit that they are occasionally puzzling and that some sometimes try 
to hide the true position of the bank. Do you want details of some particular items — 
Yes. Loans given to directors and managers should be shown clearly. There has been- 
a lot of golmal in the balance-sheets of these banks. Eecently it was found in the 
**‘case of the — ^Bank (naming it.) All this have made people very cautious in their 
dealings with banks. 

Is it not a fact that shareholders have a right to examine any books they want? — 
So long as a shareholder continues to get his dividend he does not care anything about 
he balance-sheei'. He thinks that he gets his dividend all right. It is the depositors 
vho are always the victims. 

What do you want them to show exactly in the balance-sheet? — At present the 
oalance-sheet is so ambiguous that no one can understand it. If. should be framed in a 
way that will be intelligible to the outside public. 

In a decently-managed bank no director or managing agent will be allowed to 
take a loan. — (Witness) I have not gol a balance-sheet before me; otherwise I would' 
have shown you what exactly I want them to show. For example, we do not know 
whether they have a sinking fund for their deposits or what they provide to cover de- 
preciation of their securitiies. 

Do you mean reserve? — Yes. They do not show that so much money has been 
put down in reserve against deposits and depreciation. That position should be made 
clear in the balance-sheet. 

But every bank has, I think, got a reserve fund. — (Witness) But an ordinary 
man cannot understand how they mix these things up. 

Do you want, in the case of reserve, that its nature should be defined, i.e., whether 
*t is composed of securities or cash? — Yes, that is the thing. 

There are various other points, but this is certainly an important one. Do you. 
consider that this should be prescribed under the Indian Companies Act? — Yes. 

Will you have the balance-sheet translated in vernaculars? — Yes. That is most* 
essential. 

You will also realize that it is possible for the authorities of the bank to piepare- 
their balance-sheet on a day when the figures are likely to be more favourable because 
of the payments that may be taking place, so that their position as shown in the balance- 
sheet looks better than it really is. — (Witness) But there are auditors at the same time 
to look into that. 

^ There is nothing to prevent them from doing that. They can let out their money 
again afer calling it back for a short time — (Whtness) it should be so ruled that the 
bank may not be able to do that. 

I am not talking of India, I am speaking of England; and, if they can get roun(i5 
the law there, probably they will be able to do so here more easily. I merely want to- 
suggest to you that banks cannot be made perfect solely by legislation. — (Witness) 
I admit that if a man is bent on doing miscmef it is rather difficult to prevent him^, 
but precautions are always advisable. 

You say that Bs. 100 should be the minimum amount with which a current account 
could be started. What is the present minimum? — So far as the Imperial Bank is- 
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concerned, it is Rs. 1,000 in Calcutta. In England it is generally at £5. I have read 
that in some book; I have no personal knowledge. We want that people should cultivate 
habits of banking with joint-stock banks instead of with indigenous bankers, and this is 
one of the things that comes in the way of Indians generally. I, therefore, suggest 
that the minimum should be fixed at a small amount. 

If we are to get down to people who will deal with sums as small as you suggest, 
is a bank of the type of savings bank not desirable? — It is quite a different thing. My 
point is that facilities should be given to business people to open current accounts. 

Bo you wish to restrict this small minimum to business people? — Yes. 

Would you offer the same terms to the general public as well ? — ^I have no 
objection to that. 

If the minimum is too low, many small accounts will be opened and an enormous 
amount of work will be imposed on the bank staff. Here are so many balance-sheets 
(handing over a copy of the “Indian Finance”). Will you tell me what you want? 
Y'ou wish to be shown in what shape reserves are held, whether in securities or coin? — 
I wish that reserves should be earmarked for each deposit. They simply say that so 
much is their reserve fund, but they do not give any details. 

Mr. Sah : Does not the auditor certify that the balance-sheet is true? — In many 
cases we have seen how far those certificates hold good. 

Suppose the auditor is a respectable person. — (Witness) They are. all respectable, 
but people are losing faith in these banks every day. 

The Chairman : The point that he was making was that they might conceal 
unde.sirabl6 transactions like loans to directors, etc, 

Mr. Sah : Under the Companies Act loans to directors have to be shown separately. 
Even those loans which are advanced on the security of directors have to be shown 
separately. — (Witness) That is so, but it still requires to be more clear. 

The Chairman : You were talking of reserves. — (Witness) My point is this that 
reserves should be earmarked against deposits in case a contingency arises. 

Mr. Sah : Reserves are never meant to cover deposits. — (Witness) Suppose a 
bank holds two crores of rupees as deposits, should not that bank hold a certain amount 
in reserve against deposits? 

That is shown in cash. Do you want to limit the amount of cash and gilt-edged: 
securities ? — Yes. 

Have you any idea of the proportion that you will like to fix for this purpose? — 
At least 25 per pent. 

The Chairman : Do you mean to say that the bank should keep in reserve cash 
and liquid assets to the extent of 26 per cent? — ^Yes. That information should be given 
in the balance-sheet. 

Do you also want the position of the reserve to be shown? — Yes. 

Mr. Sah : You complain that the bank’s discount rate is higher in the case of 
demand drafts than the rate that prevails in the market. To what bank do you refer? — 
To all banks. 

Do you mean that you can purchase hundis cheaper in the market? — That is what 
happens every day. 

At what rate do you generally obtain hundis in the market? — I will just give you 
the example of my own case. I had to send a remittance of Rs. 3,000 and wanted tia 
purchase a demand draft. No bank agreed to charge below four annas per cent. 

Are you aware of the fact that the Imperial Bank does issue hundis at any time 
at a very cheap rate? — ^I do not think they do so at present. 

The present rules are that the bank issues hundis up to Bs. 10,000 at a rate of 
two annas per cent, and over Rs. 10,000 at a rate of one anna per cent. — (Witness) 
The case that I mentioned just now relates to another bank (naming it). 

Where did it happen?— -At Cawnpore. In the bazar I was able to get a hundi at 
the rate of one anna per cent. only. 
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Were you asked by the bank to pay four annas per cent? — Yes. 

Is not the bazar rate always fluctuating? — It does fluctuate. 

Is not the bank rate fixed? — ^No. It also fluctuates according to the rate in the 
market. 

Can you assign any cause why the bank rate is higher than the rate in the 
market? — I do not know, but this much is certain that the bank rate is generally higher 
than the rate in the market. 

Is it* because of the fact that in the open market you can get it cheaper? — ^It may 
be so, but as a matter of fact the bazar people also sometimes go to the bank to fulfil 
their contracts. 

Is it because the holder must sell his hundi? If he goes to the bank he has 
to sell it at a lower rate : that is to say, he has to sell it at a discount at the bank. 
By selling to you he sells at par. — (Witness) Sometimes it so happens. 

You complain against the bank’s asking for introduction on opening accounts. 
How should a bank be safeguarded against misuse of cross-cheques for which all banks 
have special obligations under the Negotiable Instruments Act? — That is not my point. 
As I have just explained to the Chairman, my point is that banks should have full 
information of business men in their locality and in the district. 

How is it possible for the bank to have all the information and to serve as an 
encyclopaedia of the business men? — If you appoint an advisory board it will be of help. 

What will be the composition of the advisory boards? — Just as in Calcutta they 
have advisory boards. 

In Calcutta the advisory boards arc mostly of the directors of the banks. — (Witness) 
Take the case of the — Bank (naming it) which is constituted in Bombay ; they have got 
an advisory board in Calcutta. 

Thev might be local boards of the banks — '<(Witness) Just like advisory boards or 
local boards, some such thing should be adopted in the mofussil towns also. 

In presidency towns the standard of business is different. — (Witness) The only 
difference is that the volume of business there is more * * * * 

Have you any concrete instances that wrong information was supplied by the 
khazanclii? — ^I never said that anything was misrepresented to the bank. My point is, 
the khazanchi is an interested party either directly or indirectly. He takes some com- 
mission for guaranteeing hundis. 

Does he guarantee the payment of the hundi^ or does he guarantee as to the 
credit of the person? If he guarantees the payment without knowing the credit of 
the person, how will he recover the loss if it happens? You cannot expect him to 
make the payment of the hundis without knowing the party? — That may be so. But 
suppose I am*^ a party and I have got some personal misunderstanding with the khazanchu 
That comes in the way. The khazanchi takes a certain amount for guaranteeship from 
the bank and that goes on the shoulders of the borrower. 

Do you mean to say that there should be an agency that should do the work 
honorarily for you? — The bank should employ a separate agency. 

Whether it is paid something by way of commission or salary, the burden will 
have to be borne by the borrower. — (Witness) It will be so : but it will be more feasible 
if there is a separate agency altogether. At the same time, it will be good from the 
bank’s point of view also. Many cases have lately happened where khazanchis have 
taken advances in the name of their relations and discounted himdis and they have at 
last failed. If there is a separate agency altogether, this will not happen. 

Will this separate agency guarantee these losses? — There will be a separate sinking 

fund. 

Supposmg the bank’s profits are one lakh, and out of that Ks. 10,000 are placed 
in a separate sinking fund. Will not that entail an increase in interest? — I do not 
oelieve it will increase the interest. 

Where will that come from? — It will come from the borrower. Whatever he pay« 
to the khazanchi, out of that they may form a sinking fund. 
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Can yon give me an idea of the amount that is paid to the khazanchi? — A reason- 
;able sum, I think. 

They get a salary and over and above that, they get a small commission. — 
(Witness) I do not know what is the extent of that commission. I think it is a very 
.email commission. 

Yes. If that commission is calculated how much does a khazanchi get? — It all 
depends on the amount of business he takes to the bank. 

In a place like Cawnpore it will be a good amount. Can you give me an idea 
of the amount; in Cawnpore? — The bank can give you this information. 

You recommend that advisory boards should be appointed by banks ? On 
what lines should these advisory boards l)e constituted? — I may take the case of 

Agra. The president of the advisory board will be the Agent of the Imperial Bank. 
There will be six or seven other men. Out of them two may be of Agra, two may be of 
Firozabad, and two of some important industrial places. They may all form an advisory 
board and any one of the people can approach them for help. These numbers will 

serve their purpose and they will introduce them to the bank. 

Should such members hold any slake in the bank? — Not necessarily. 

If there is no such thing, how would the lack of interest in the bank make them 
responsible in recommending credit : that is to say, supposing I am worth Ks. 600 and 
they recommend Bs. 10,000 to me, will not that mean a loss? If 

they have a share in the hank they will themselves have to bear a loss. — (Witness) I 
will explain that thing. The Agent of the Imperial Bank is a member of the board 
himself. There will be other prominent people on the board and there is no reason why they 
will recommend loans recklessly. 

You want that these advisory boards should recommend loans? — Their recommenda- 
tions will not be more reckless than those of the khazanchs. 

Don’t you think that they may make recommendations in consideration of their 
relationship with the borrowers? — If khazanchis will not, they will not. 

Should their recommendations be binding or advisory? — Only advisory, just as it 
is in Calcutta. 

You recommend that restrictions on the booking of silver imposed by the railway, 
should be removed. To what restrictions do you refer, whether to carrying silver by the 
passengers themselves in their compartments or with the guard in the brake-van ?— 
They do not book more than one maund of coin with passengers. 

Did they refuse to book more than one maund? — As a matter of fact they did 
refuse last year. 

Tae Chairman : They refused to allow you to carry more than one maund of 
silver? — Yes. 

Mr, Sah : If no restrictions on the carrying of coin by the passenger in hi® 
compartment are imposed, would it not interfere with the convenience of his other 
fellow-passengers? — I do not think so. 

The Chairman : What is the reason for this refusal? — ^I do not know : the railway 
people do not give any reason. 

Who has fixed this limit of one. maund? — The railway authorities. 

Mr. Sah : On what do you base the fixing of two annas per cent, commission in 
the case of demand drafts issued by post offices for sums over Bs. 1,000? Do you think 
that this charge would be sufficient to compensate to post offices for the risk and 
transmission of money from one place to another ? — This is a very difficult question. 
Here we are concerned to give assistance to the small industries as well as to the 
indigenous bankers. I suppose where there is a bank there are other facilities, but 
where there is no bank, then the people are in an awk’ward position. If I go to the 
post office and tell them that I want to remit Bs. 1,000, they will charge Be. 1 per cent, 
money-order commission. That means a charge of Bs. 10. What will I do then? 
I will try to get G. C. notes for Bs. 1,000; but there is no chrrency office nor any 
lireasury : where can I get G. C. notes? Why all this trouble to me? We 'should be 
•charged two annas per cent. The Government has got a sub-treasury at Firozabad. 
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Your objection would be met if the Government would issue supply bills at 
I’irozabad? — That makes no difference at all. 

The Chairman : As a matter of fact the issue of supply bills from sub-treasuries 
is purely a practical question, which depends how much money they have got in the 
currency chest, what facilities they have got for handling the supply bills and whether 
they have an adequate staff. There is no principle involved in handling supply bills : 
that is only a matter of practical difficulties. 

Mr. Sah : Do you recommend that all the market practices and customs in connec- 
tion with hundis should be incorporated in the Negotiable Instruments Act? — ^Yes. I 
think that will be much better. It* will not be necessary to prove those market practices 
and customs in court. 

Can you give me any idea of the important market usages and customs which you 
would like to be incorporated in the Act? — One is what you call mitidar hundi^ and the 
secon is what are called pro-notes, and then the demand drafts. 

We do not want the hundis that exist, but we want market practices and customs. 

The Chairman: You want those to be incorporated in the Act? — Yes. 

Mr. Sah : You say the bank’s rate of discount generally rules higher in the case- 
of demand draftis than the rates prevailing in the market. Will you please state on 
what factors is the exchange rate to be determined? — There are no factors. It all 
depends upon the volume of work that is to be done. On these demand drafts the rate 
should not exceed two annas per cent. As a matter of fact according to the present 
contract of the Government with the Imperial Bank of India they must issue demand 
drafts above Es. 1,000 at two annas per cent. I just want to say one thing more. The 
Government for some time has been selling Treasury Bills in the market for two 
or three months. The minimum amount fixed is Bs. 10,000. I suggest that this sum 
should be brought down to Es. 2,500. 

What will be the advantage? — The advantage is that those who have got less 
money can invest. 

Do you know that the Government pays a very small rate and those who have 
more money, can purchase cash certificates? — Suppose there is a man at Firozabad 
and he has to deposit with the bank a sum of Es. 2,500. He has to get certain letters 
of credit upon any firm in England or in America, and either the bank will give him 
no interest or, if it is a deposit for three or four months, the highest rate of interest 
is 4 per cent. Now, if they can buy a Treasury Bill from the Government and deposit 
for this letter of credit, that means they get a higher rate of interest. 

Do you believe that Government will pay you a higher rate of interest? — ^I think 
so; they had been so paying. 

At present the banks are complaining that the Government rates are too high 
and so they should lower the rates. — (Witness) That should not be done. The, bank’s' 
suggestion may be good from their point of view, but what I suggest would be a great 
help to the small investors. 

(The Chairman thanked the witness, who withdrew). 


Babu Pabshotamdas Singhania, 
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Messrs. GATA PRASAD SHAMBHOO NATH, Dealers in old coins,. 

Chauk, Lucknow. 


Replies to the questionnaire. 


II. — Indigenous banking. 

A. — Organisation of indigenous hanking. 

Question 1. — There are many classes of indigenous bankers in the district as well as 
in the province. Some advance money to lower castes and villagers, some to great 
zamindars and to the traders only; some deal only in ugahis. 

Most of the bankers do other business when they consider it more profitable. 

(Question 3. — It is not possible to arrive at the resources of the indigenous bankers 
and to find out their assets exactly. 

The ugahi bankers are prosperous in the city. 

The business expenses of the indigenous bankers are about 25 per cent, of their 
income. 

Those indigenous bankers who do business with large capital make a profit of abouiv 
6 per cent, per annum ; those with smaller capital make about 26 per cent, per annum. 

Question 4. — There is no principal financial house similar to those in Rangoon and* 
Madras ; only the bankers and banks or firms, when they have extra money — that is» 
when they have no need to invest money in their own principal business — ^purchase 
hundis and advance money. The cause of the absence of financial houses is that there is 
no association of bankers. 

Question 5. — Indigenous bankers keep their accounts in hahis, roznamcha, khataj 
jakar, etc., also in kachha chithas. Bankers who do trade keep their accounts in roznama. 
Bankers who do ugahis keep monthly khatas — that is, they close their day book after a- 
month. 


B. — Raising of funds by indigenous hankers. 

Question 1. — The credit instrument mainly used by the bankers are promissory 
hundis i sarkhats and hundis on demand. 

Question 2. — ^Indigenous bankers provide themselves with funds by mftfiis of 
drawing hundis on demand, by promissory hundis ^ by sarkhats or, if they have no credit 
in the market, then by mortgaging their articles. 

There is no proper assistance available to the indigenous bankers from the 
Imperial Bank of India. In rare cases they are assisted only by the recommendation of 
the khazanchi who has no interest in the matter. 

If there is appointed a special enquiring officer or an enquiry committee to enquire 
into the credit of the iridigenous bankers there can be improvement. 

Question )3. — The indigenous bankers receive deposits for different periods — 
month, two months and three moiths’ promise, as may be settled among the parties. 

They allow interest from 3 per cent, to 7J per cent, according to the credit of the 
parties. The rate varies in different seasons, specially from December to June. 

0 . — Advances by indigenous hankers. 

Question 1. — ^The indigenous bankers allow loans on pronotes, by debiting in the- 
bahikhatUf sometimes taking signatures or thumb-impressions in the hahikhata. 

Messrs. Oah. Prasad Shambhoo Nath. 
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No spcial security is taken m advancing money on pronotes, on hundis and on 
bahikhata; personal security is sufficient. 

The rate of interest on hundis ranges from 6 per cent, per annum to 9 per cent, 
per annum, on pronotes from 9 per cent, to 18 per cent, per annum. On ugahis the 
interest charge is Bs. 2 on a ten-rupee loan as illustrated below : — 

Suppose a man takes a loan of Bs. 10 from a banker with a promise to pay one rupee 
a month for twelve months. If he fails to pay monthly they are again charged with 
interest at the same rate on the amount he failed to pay. 

Question 2. — They often take ugahis and the rate of interest is the same as above. 

li banking is organised a reduction of interest is possible. 

Beduction of interest would benefit the agricultural community^ though it is feared 
that the village moneylenders would intercept the benefit if the banking system is not 
properly organised. 

Question 3. — The bankers give an account of the loans when required by their clients. 

D. — Exchange and money market. 

Question 1. — There is a local exchange and money market called saraffa bazar ^ 
in chauk, Lucknow. 

Question 2. — Dalals do transactions between parties in demand hundiB, promis- 
sory hundis and sarkhaU, and get remuneration at one anna per cent, on demand hundis 
and one anna per cent, per month on promissory hundis and sarhhats. 

Question 3. — For internal remittance demand hundis of Bombay, Calcutta, and 
Cawnpore the rate varies between a discount of 2 annas and a premium of 2 annas on a 
hundi of Bs. 100. 

On credit promissory hundis the rate of interest is from 6 per cent, to 9 per cent 
per annum. 

There are seasonal variations in these rates. In the grain and gur season the de- 
mand hundi goes down to Bs. 99-14 and the promissory hundi rises up to 9 per cent, per 
annum. 

The Imperial Bank of India rate has no effect on the Lucknow chauk bazar rates. 

Question 4. — There is no association at Lucknow like the Bombay Shroffs* Associa^ 

tion. 

E. — Defects of indigenous hanking. 

Question 2. — The bankers have great difficulty when they file any suit. They have 
to spend, besides the stamp duty and legal expenses, double of the said amount. 

Question 5 . — ^The bankers cannot meet the demands at all times when they are 
short of money. The extending of their resources can be done through the Imperial 
Bank or by some other banks by establishing an association. 

F. — Co-ordination, 

QlSkstion 1. — Between the same class of bankers the rate of interest charged is usually 
from 6 to 7^ per cent, per annum, but with different classes it varies from 9 to 12 per cent. 

No concession or preferential treatment is allowed by the Imperial Bank to the 
indigenous bankers. 

Question 2. — Co-ordination exists between banks and bankers in trade according 
to their requirements, 

A bankers’ association is very necessary with branches in important trade centres. 

Question 3. — ^No difficulty is experienced in the collection of cheques on indigenous 
bankers in mofussil towns. 

G. — Consolidation of indigenous hanks. 

Question 1. — The indigenous banking system can be more serviceable to the com- 
munity by framing good rules for the conduct of business. 

Question 2. — Indigenous bankers will secure an increased clientele if they are 
recognised by the Government. By recognition they will get financial help by other 
banks and bankers. 

Messes. Gaya Pbasad Shambhoo Nath. 
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Question 4. — Money does lie idle in the hands of bankers during the rainy season. 
At such times it is concentrated locally and in important trade centres on very low rates,. 
U is not possible to utilise these funds in lending and borrowing in the district as the- 
money is required by them in the season. 

It is better to establish a central reserve bank to create a bond of connection bet- 
ween all the elements of the banking system. 


G-ata Pkasad Shimbhoo Nath, 
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A LOCAL TRADER OF GORAKHPUR. 


Memorandum on trade with Nepal. 


The system of trade with Nepal consists mainly of (1) the taking of contracts from 
the Nepal Government and (2) keeping shops for the sale of various commodities, chiefly 
textiles, soaps and other fancy goods, etc. 

2. A contract is taken of a certain area consisting of, one district or more of the 
Nepal Kaj for a certain fixed annual sum for a period of three years. This entitles the 
contractor to appropriate all the hides of dead cattle for sale at Cav^npore, Calcutta or 
any other place, sell or grant licences for the sale of all excisable articles such as 
liquor, charas^ ganja, bhang, bones, horns, honey, etc., and to realise grazing charges 
for all the cattle which go to the Nepal territory from British India. The annual sum 
for a contract is determined by open bidding in all the district courts in the Nepal Raj. 
The hides of the Nepal Raj are good in quality and comprise about 30 per cent, 
of the hides in the Indian raw hide markets. The contractors are almost all British 
subjects and chiefly residents of the Gorakhpur district. Previously the bidding for a 
hide contract was open to all persons without distinction of caste or creed, but about 
two years ago an embargo was placed on Muhammadans, with the result that it is 
feared that the hide trade in which the Muhammadans have specialised for several 
generations will be lost to them and thus the flow of hides, which is an important 
commodity, from Nepal to British India, will stop to the great detriment of the British 
India trade and the prosperity of British Indian subjects. If the same condition con- 
tinues the British Indian Muhammadans will suffer a great loss : the Muslim residents 
of Gorakhpur district particularly have been carrying on this trade for generations. 

3. The small traders of textiles, soaps and fancy goods, etc., have their shops 
chiefly at Butwal and Katmandu, which are the two important commercial stations, as 
well as in a few other stations. The piece-goods sold there are both of Indian and 
British manufacture. Indian manufactured cloths are dyed and prepared into chintz at 
Tanda in the Fyzabad district. The soaps are manufactured at Lar and Ramnagar 
(Gorakhpur). All these commodities are sent from Calcutta, Cawnpore and Tanda by 
railway to „ Nautanwan station and from there they are carried by bullock cart to 
Butwal Bazar. As for Katmandu these goods are sent from Calcutta, Cawnpore, Tanda 
and Lar by railway up to Raksaul, district Champaran. Prom Raksaul via Nepal 
Railway these goods are taken to Amlaikganj. Prom Amlaikganj these are sent to 
Katmandu via the loop line or by means of coolies. 

4. One hundred British rupees are equal to one hundred and twenty-five Nepalese 
coins, of course subject to a little fluctuation. British currency notes are held in great 
esteem^ in the Nepal Raj. Notes worth Rs. 100 generally fetch' 128 Nepalese silver 
coins instead of 125. The Treasury Officer at Katmandu accepts currency notes and 
British coin in preference to Nepalese coin from the traders, contractors and zamindars. 
In the Nepal Raj the currency notes of Cawnpore and Calcutta only are accepted ; 
those of Lahore, Madras and Bombay are rejected. 

Almost no difficulty is experienced in getting British India coins exchanged. 

6. The small traders obtain credit in three ways. Firstly, they get the commodities 
generally at Butwal and sometimes at Katmandu, as well as from wholesale dealers 
^n the spot, on credit for a few months and after getting them sold, they pay the 
fixed prices, which are naturally a bit higher than the cash prices, to cover interest. 
Secondly, those traders who get their goods direct from Cawnpore, Calcutta and Tanda 
goods partly on cash and partly on credit. The difficulty which the 
British traders feel in Nepal lies in bringing their money safely to their homes when 
the^ have sold their goods, for licences for firearms are not granted to them as protection 
-against robbers and dacoits who are numerous. Nepalese subjects, on the contrary, can 
A LOCAL TRADER OP GORAKHPUR, 
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■obtain licences without any difficulty from the British Envoy. As regards the business 
of British made cigarettes, the Nepal Government gives annual contracts and charges one 
lakh of rupees. Previously no on was allowed to keep a single cigarette, but permission 
ha^ now been given to keep three packets. The possession of more is punishable with 
"heavy fines. 

6. The rate of interest is 10 per cent, per annum. One can have. Bs. 60 cash 
on depositing silver or gold material worth Ks. 100. The shop-keepers have also to 
pay gharduarit i.e., shop tax, of Es. 3 per year for each shop. The traders have also to 
pay octroi charges the rate of which varies for different .things; the average comes to 
Be. 1-8 per cent. The extension of credit facilities and the reduction of the rate of 
interest chiefly depend upon the fair dealings of the debtor and the strength of his credit 
and solvency. One more difficulty which one feels is that he cannot purchase new 
land in the Nepal Baj, although he may be holding land there, simply because he has 
connections with Brtish India, although he might be in Nepal territory. This law has been 
recently introduced. No land can also be purchased for building a. bouse, however cheap 
the land may be or however much it may be required. 

7. The contractor traders have to give either landed property in security to the 
Nepal Government or cash. The law also allows the giving of security in promissory 
motes, but this has not yet been acted upon. 


A LOCAL TBADEB 07 GOBAEHPUB. 
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THE SECRETARY AND TREASURER, IMPERIAL BANK OP 

INDIA, CALCUTTA. 


Replies to the questionnaire. 


[N.B . — These replies are an expression of the personal views and opinions of the Secre- 
tary and Treasurer and are not to be treated as the evidence of the Imperial Bank 

of India itself.] 

I. — Agricultural credit and credit facilities. 

Pail B. — Agricultural borrowing for purposes of marketing. 

Question 2(a). — The Imperial Bank of India and other banks advance freely against 
produce stored at mandis ; but, generally speaking, such advances are made to com- 
mission agents and dealers. The agriculturist himself does not store produce in mandis , 
and where he stores it in his village he cannot use it as security for obtaining credit 
from banks as individual stocks are usually so small that the cost of supervision would bo 
too high in proportion to interest earned to make the business a paying proposition; and, 
moreover, the agriculturist is usually too small a man to have direct dealings with. 

Advances against grain and seeds stored in khattis and kothas are made by the 
Imperial Bank of India at places where it is established, at rates varying from 7 to 7J per 
cent. 

Question 6. — Licensed warehouses on the lines of the system which exists in the 
United States of America would provide a negotiable instrument, in the form of a ware- 
house certificate, which would undoubtedly facilitate the financing of the produce stored 
in such warehouses. 

In my opinion the following fundamental principles would have to be observed in 
the operation of any such scheme : — 

(1) The warehouseman, or manager appointed by a warehousing company, would 

have to be of high moral character and be entirely independent of the local 
parties who would store their produce in the warehouse. 

(2) His fees or salary would have to be fixed on a fairly generous scale. 

(3) Government supervision as provided for in the U. S. Act would be necessary, 

and, in addition, a security deposit, based on the capacity of the ware- 
house, would have to be taken from the warehouseman or warehousing 
company. 

(4) Produce in respect of which a receipt is issued would have to be kept 

separate from other deposits, and in such a manner as to be easily 
identifiable, and the holder of a warehouse receipt would be given every 
reasonable opportunity of inspecting the relative produce. 

If the above principles are observed the overhead charges of a warehouse are 
bound to be high, even if existing godowns are utilised, and only by storage on a large 
scale^ could the incidence of such charges be reduced to a level comparable with the 
existing cost of storage. I do not think there is any market in the United Provinces 
where the storage of produce is sufficiently large to enable a warehousing company’s 
charges to be reduced to such a level, and I am of opinion that this objection would 
hold good at most up-country markets. 

A further objection to such a scheme is that warehouse receipts would most likely 
be used as a medium for gambling transactions, with the inevitable result that the price 
of the produce being dealt in would be subject to violent fluctuations. This would render 
<he operations of genuine traders more difficult and would adversely after the financing 
of such' product by banks. 

The Seorrtaby and Treasurer, Imperial Bank op India, Calcutta. 
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Paft faeiUtiet reipect of agtiouUural production and marheting^ 

Question 1.— >The Imperial Bank of India hat in recent years introduced the system 
of loan3 against gold ornaments. These loans are granted at' a moderate rate of interest, 
Tiz., 7 per cent., and have, in certain provinces, been exceedingly popular among agricub 
turists. These loans to the agricolturisf. In the United Provinces have been of slow 
growth, but should, as the system becomes better known, prove very attractive to him 
as it affords him a ready means of meeting expenses during cultivation and other needs 
at *1 moderate rate of interest. 

This is the only method at present by which the Imperial Bank of India comes 
into direct contact with the ogriculturist, but it assists him indirectly by its loans to 
indigenous bankers, merchants and dealers. 

Question 2. — So far as the Imperial Bank of India is concerned it plays no direct 
part in financing export trade (») from the village to tdie mandi. il^r the finance of the 
crop from the village to the mandi the cultivator looks to the indigenous banker and the 
commission agent who, if in need of more finf^nce' than they can supply, usually fall 
back on the Imperial Bank or joint-stock banksi 

{ii) The Imperial Bank of India and other banks at places where such banks are 
established provide finance for movement of produce chiefly by means of. purchasing the 
demand drafts of dealers representing produce despatched to consuming centres, thus 
enabling dealers to turn over their capital more quickly than would otherwise -be 
possible and keeping the market in funds wherewith to j)ay the agriculturist for his 
produce. 

Competition amongst the banks for this business is very keen, and such funds" as 
are required can always be obtained at places where the Imperial Bank of India is 
established at a very low cost. At places where the Imperial Bank of India ^s not 
represented rates rule much higher, and it is probable that the cost of funds is ^ssed 
on to the agriculturist. 

(Hi) From the distributing centres to the exporting ports, the Imperial Bank of 
India finances the movement of produce by purchasing freely drafts and telegraphic 
transfers drawn on port towma by (i) the exporting firms, and (ii) firms who rail produce 
to the ports for sale there to exporting firms. Such bhsiness is put through at com- 
petitive rates which provides little more than interest at a reasonable rate for the period 
the bank is out of its money; and, although under our agreement with Goverhiftent 
we obtain the facilitv of free transfer of funds, this benefit is, to a very great extent, 
passed on to the business community. 

With regard to import trade the Imperial Bank of India takes little part therein 
as such business is usually financed through from the place of export to the disiributang 
centres up-country by means of foreign bills, which business the bank is preqlilded ‘ by 
statute from undertaking, but it provides cheap remittance facilities to the exchange and 
other banks engaged in the trade for the return of their funds to th$ port totvpjs, 

OiieHion 4. — Overseas trade with regard to agriculture in thi# country may be 
taken to refer to export onlv. Until produce is actually shipped there is no difference 
between credit facilities available to internal and overseas tra^. At this stage the ex- 
change banks negotiate drafts drawn against shipments. 

Part F, — Go-operation. 

Question T. — ^In other parts of India the Imperial. Bank of India makes consider- 
able advances to co-operatife banks for their seasonal finance of the agriculturist, but in 
the United Provinces where the co-operative movement is backward this relarionship 
between the Imperial . Bank of India and the co-operative banks has not developed 
to the same extent as it has elsewhere. 

I am not aware of any competition existing between the co-operative banks and 
The Joint-stock banks. . ^ 

Part J.-^^Intemal remittance and negoUahle instruments. 

Question 1.— facilities available for internal remittance are 

Cheques. * • ' - : ; •’ ' ■/ \ 

Bank X>emand Drafts, ‘ 

Bank Telegraphic Transfears, . r :4: 

Government Bui^ly Billfi, . ' 

Demand MnMs drawh by shred's' and merdbants, 

fps ISIPBMAIi Bai« Of IhPIA, CAtOPTrA, 
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Question 2. — ^The larger portion of internal remittances is probably mads by means 
of bank drafts and telegraphic transfers and demand hundis, though government currency 
notes are still used to a largo extent. ... 

Consignments of goods are paid for in the majority of cases either (1) by the 
consif^nor drawing a hundi ou the consignee and selling it in the bazar or to a banker; 
(2) by the consignee purchasing a bank draft or bazar hfoidi on the place where the 
consignor lives and despatching it to him. 

Question 3. — ^^Vhe^e there is a branch of the Imperial Bank of India the treasury 
officer may issue a supply bill on another treasury whore there is no branch of the bank 
after obtaining the sanction of the Deputy Controller of the Currency. 

At places where theie is no branch of the Imperial Bank of India a treasury 
officer may issue a supply bill on Calcutta, Bombay, Madras, Rangoon, Cawnpore, 
Lahore or Karachi without obtaining sanction. For issue of a supply bill on another 
treasury sanction must be obtained. Please see chapier VII of the Resource Manual. 
To a limited degree supply bills fill the place of drafts issued by banks, but there arc 
the following di an backs ; — 

(a) Sanction must, in most cases, be obtained from Ibe Deputy Controller of 

the Currency; 

(b) the bills are cidv issued in even hundreds of rupees with a minimum of 

Ra. 1,0C0. 

It would be helpful if a maximum limit were fixed up to which supply bills might be 
issued without reference, and they might also be issu^ for odd amounts, retaining the 
minimum of Rs. 1,000. 


Question 4. — ^To overcome the cost of duty a system has been evolved in the bazar 
which in fact, does away with bills. A bill has to be met at a cf‘»'tain date, and it has, 
to a large extent, been ousted by purja^ w'hich can be paid at any time. From the point 
of view of the bank a bill is the more satisfactory instrument, the disadvantage of the 
purja being that it is not a negotiable instrument, and for this reason it is possible that 
a reduction in the duty on bills might possibly lead to their more extensive use, but it 
is not easy to affirm definitely that it would be so. 


Question 5. — The suggested extension of activities by the Post Office in handling 
internal remittances, e.g., collection of bills and cheques, issue of travpner.s* letters 
of credit, reduction in money order charges, etc., appears to me to be open to objection 
ns an invasion by Government into the field of private enterprise. 


Question 6. — There is one form of hundi in general use in the province worded 
thus : — 


*‘Prom (drawer’s name) to (drawee’s name) Greeting — 1 have to-dav drawn upon 
you a hundi for Bs. half of which is Rs. ‘ double 

of which is Rs. payable to days 

after to-day this ^ 19 , which please pay in 

Company’s current coin at the proper address ** 

The signature is made either at the top or at the foot. 

The same is transformed into a promissory note by the simple substitution of the 
borrow'er’s name for that of the drewee. 

These bills are not usually accepted unless they are passed on to a third party, in 
which case acceptance is required, 

taken bv shroffs are generally held by them nnle.ss they require 
lurtner funds when the shroff’s endorsement is added and they are rediscounted with banks 
ment hundis frequently pass through several hands before presentation for pay^ 

The hundis rarely go out .side the province to be discounted or rediscounted as far as 
my experience goe?^ 


• railway receipts are not a good document 

R.nv against them, bnt they are acoeptafl by the Imperial 

to which they' are pnt-hasmpr or discounting t.pproyea drafts 


1 «E Sbcbetary asp Treastobb, IsfPFRiAL Bato of Ikdia, Capcptta. 
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n.— I ndigenous Banking. 

A, — Organisation of indigenous banking. 

Question 1. — As far as I am aware there are only four classes of indigenous bankers 
in the province : — 

(1) The shroff* 

(2) The sahukar (urban moneylender). 

(3) The mahajan (country moneylender). 

(4) The kistwala. 

The last is a moneylender in a very small way operating among the working classes. 

The shroff is the class of indigenous banker vgth whom the bank comes most in 
contact. Shroffs trade on their own capital and do not, as a general rule, accept de- 
posits from the public. Any deposits received by them are usually from relatives or from 
friends by private arrangement. 

The shroff does not confine liimself now-a-days strictly to banking; but, as a rule, 
carries cn a commission agency business in addition to his banking activities. The shroff 
discounts traders’ bills and makes loans on the security of demand promissory 
noiea, pledge of goods and ornaments and mortgage of immovable property and documents 
of title to goods. 

He finances agriculture, trade and industry by the foregoing methods and assists 
Hie movement of crops by the purchase of demand drafts. 

Question 4. — Tt would appear that financial houses dealing solely in the provision 
of credit facilities by purchase and sale of hundis and other Bills of Exchange similar 
to the Chettls of Madras and Rangoon, the Multani and Marwari shroffs of the presi- 
dency towns or the bill-broking houses of Europe did at one time exist in the bigger 
financial centres in the United Provinces, but have now disappeared or, better, have 
added other activities to their original business and hav« thus lost their original identity. 
This may be due to the increase of other hanking facilities and the consequent cutting of 
rates. 

B. — Raiding of fxinds by indigenous bankers. 

Question 1. — Examples of hundis in general use have been given in answer to Part 
T — J, question 6. 

The only form of deposit receipt in general use would appear to be the purja, 
which IS worded as follows : — 

To (name of lender or depositor) from (name of banker/borrower) Greeting. — 
We have to-day received from you Rs. (figures and words) 

which we have placed to credit of your account. 

Signature 

(Any stipulation as regards repayment or interest is entered in the cash book and 
ledger — not on the receipt.) 

Demand promissory notes are often worded in the same way as pnrjas, with the 
addition **On demand we shall pay.** 

A Sarkhat is only used, as far as I am aware, by kisttoaJas in connection with 
very small advances and do not come within my purview. 

Question 2. — ^Indigenous bankers usually trade on their own capital, accept de- 
posits from relatives, and in some cases from their friends by special arrangement, but 
dc not generally accept deposits from the general public. They also inter-borrow, and 
at places where the Imperial Bank of India and joint-stock banks are established re- 
discount hills in their portfolio. They also at times borrow from banks on the deposit 
of Government and other securities and by mortgaging their property. The facilities 
afforded to them are in keeping with their individual means and standing. 

C. — Advances by indigenous hankers. 

Question 1. — ^Th'e methods by which the indigenous bankers grant loans and cash 
credits and the security taken by them has already been described in my answers to A 
and B. 

D. — Exchange and money market. 

Question 1. — Exchange and money markets may be said to exist at all centres in 
the province, but are more defined in the larger financial centres. Buying and selling 
The SEcBETABr and Tpbasubbb, Tmpbkiad Bank of Indu, Caixjptta, 
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of hundis and borrowing and lending between shroffs is general and usually brokers are 
employed as intermediaries in these transactions. 

• Question 3.— -It has already been pointed out jfchat the indigenous banker trades 
on his own funds, and it is only when these funds have been exhausted, and the necessity 
of rediscounting his bills with the Imperial Bank of India arises, that the Imperial 
Bank of India hnndi rate comes into operation — ^the effect the rate generally has is to 
prevent bazar rates from soaring, which \vt>iild be the case were funds not made available 
by the above means to the bazar. 

The extent to which such funds are required by the bazar from the bank must 
necessarily influence the Imperial Bank of India hundi rate. Any purely local demand 
for funds would not, however, affect the rate adversely. 

The indigenous banker is linked with the central money markets by the facility 
afforded to him by the Imperial Bank of India and joint-stock banks by the rediscount 
of his trade bills and by discount of accommodation bills drawn by one shroff on an- 
other, and by the other facilities be can obtain from the Imperial Bank such as cheap 
transfer of funds. 

Question 4. — As far as I am aware there are no shroff associations in the United 
Provinces. 


E. — Depicts of indigenous hanking. 

As far as I am aware there is no prejudice against the indigenous banke^. On 
the contrary ho is usually regarded with resjicct, and I am aNo of the opinion that he 
IS sufficiently protected by law. 

Under normal conditions they are able to meet all demands for accommodation 
from their own working capital and the facilities that arc offered to them by the 
Imperial Bank of India and joint-stock banks for the rediscount of their bills and the 
discount of their accommodation bills drawn by one shroff on another. It would appear 
that, in common with other banks, they are obliged at times to refuse accom- 
modation owing to the decline in the credit' of their borrowers, and the security offered 
may not always be acceptable to them. 

F. — Co-ordination. 

. Indigenous bankers of the same class buy and sell freely between each other, also 
arrange temporary loans. 

These bankers generally keep accounts wdth established banks and are able to re- 
discount hundis in case of need to an extent dependent on their credit. 

It cannot be said that the Imperial Bank of India, or for that matter a joint-stock 
bank, gives any preferential treatment to indigenous bankers over other customers, the 
credit afforded to them being purely regulated by their means and standing. 

(r. — Consolidation of indigenous hanks 

Questions 2 and 3. — ^It is doubtful whether indigenous banks would appreciably in 
crease thtir clienlMe if they were recognised by Government, and they would naturally 
resent the introduction of any measures for regulating their operations and for giving 
publicity to these. 

Question 4. — Tlwre is normally a slack season in the United Provinces, roughly 
July/ September. No crops are being gathered during this period, and the demand for 
money is small. As the financial requirements of districts are purely seasonal money 
is bound to flow to the pr(wincial centres when it can no longer bo employed remunera- 
tivelj in the districts, and in these circumstances it is not possible, in my opinion, tc 
devise any method by which it could be retained in the districts; Ibis matter is regulated 
purely by demand. 

"W^ith the existing facilities afforded for remittance I do not think that there are 
in .the hands of the indigerous banker funds which do not find employment through- 
out the year. Temporary surplus funds are remitted to centres for employment and are 
often placed with joint-stock hanks there on short-term deposits. 

The indigenous banker may safely be left to see that his money is not lying fallow. 

Question 5. — Generally speaking, the indigenous banker invests his funds locally, 
but if he finds he can either lend to a greater extent than his resources will permit or 
bss surnluB funds for which he is unable to find eraplovment he has recourse to one 
of the joint-stock banks, exchange banks, or the Imperial Bank, and through them is 

Secbbtaby A^’P TpEASpnBfi, Tm^erial of Tnpia, Calcutta > ^ 
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linked up with the central money market and the provincial capitals. A branch of the 
Imperial Bank or a joint-stock bank is already established at all larger centres in the 
United Provinces, and those hanky can be relied upon to open a branch at any place 
where there is a reasonable prcspeol of making a profit. 

III. — Investment habit and attbaotion of capital. 

A, — Encouragement of saving and investment hahiU 

Question 2. — ^Means for encouraging the habits of saving and investment are pro- 
vided by the Imperial and joint-stock banks and co-operative banks and by the post 
otBce through their savings banks departments and postal cash certificates; and goyern- 
inent securities may be purchased through the post office or the banks. 

h’acilities appear adequate, but perhaps are not sufficiently well known in the 
mofussil. Investment could probably be further encouraged by simplifying the post 
office cash certificates system and procedure. 

Question 3, — -The poorer and uneducated classes in the districts follow the general 
practice of mvesting their savings in gold and silver ornaments; the middle and educated 
classes take advantage of the facilities for investment above referred to or pui’chase 
immovable property. 

Question 4. — ^Postal cash ccrtiiicates are popular as far as I know, and the rate 
of interest is sufficiently attractive and does not require revision in that respect. The 
present return on postal cash certificates if held for the full period of five years is 
about bl per cent, simple and well over 5 per cent, compound interest. This is a higher 
rate tfian banks can in normal times afford to pay for deposits and has probably attracted 
money which otherwise would have gone to them. It is doubtful whether certificates 
lepnyable in gold would be likely to attract a great deal of fresh money. I do not think 
the middle and educated classes require a further inducement of this nature, whilst it 
would have no effect upon the poorer and less educated classes who, as a rule, do not 
invest in this class of security, but prefer to see their savings in solid and indestructible 
form. 

Questions 9 and 10. — Government securities of small or large amounts may be pur- 
chased through the post office, the Imperial Bank of India and other banks, and the 
facilities afforded appear to be adequate; whilst securities other than government securi- 
ties may also be purchased through the agency of banks. 

Questions 11 and 12. — These are matters on which the district authorities alone 
can express an opinion, but owing to the lack of education hoarding is indulged in to 
a very large extent in rural districts. 

Question 13. — ^The banking and investment habit in India has, however, of recent 
years, in my opinion, shown steady growth. This may be attributed to the spread of 
education and confidence in established Government. 

B . — Cheque habit. 

Questions 1 and 2. — Cheques are now used for the payment of smaller amounts 
than formerly, and they are thus becoming more familiar to the population as a whole; 
this may be attributed to a great extent to the abolition of the stamp duty on cheques. 
On the whole I would say that the cheque habit is growing very slowly. 

Questions 3 and 4. — Cheques are used by merchants, the larger shop-keepers, 
professional men such as lawyers and doctors, and by educated men of fair means. 

The use of cheques is, however, mainly confined to towns where banks are establish- 
ed. In mofussil districts, where there is no bank within easy reach, cheques are of 
little use as a means of payment — the main factor in increasing their use is, in my 
opinion, the extension of branch banking by established banks. 

It is doubtful whether the payment of government servants and bank employees 
over Es. 100 by cheque would farther promote the cheque habit. This presumes the 
opening of petty accounts at banks which are, as a rule, unremunerative and such as 
no banker would care to have on his books. It is, however, noticeable that there is a ten- 
dmey for persons in government and other service on comparatively small pay arho 
did not previously maintain banking accounts now to do so. 

The SvccRmABY and Tbeasuber, Impehul Bank op Indu, Calcutta. 
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Question 5 . — I am unable to suggest any means of making it possible ioT the 
illiterate to use cheques. 

C. — Vernacular scripts in hanking. 

I am not in favour of the use of Vernacular scripts in banking. 

D. — Imperial Bank of India. 

The opening in recent years of new branches of the Imperial Bank of India 
has undoubtedly tapped much money formerly lying fallow and released it for productive 
purposes. It has also given encouragement to the banking habit, has facilitated the move- 
ment of funds, been a means of further linking up the indigenous banking system with 
central money markets of India, and in districts where they have been established reduced 
the price of money. 
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Mr. E. A. NUTTAL, Agent, Imperial Bank «of India, Cawnpor6. 


Replies to the questionnaire. 


[N.B.— replies are an expression of Mr. NuttaVs personal views and are not to he 
regarded as those of the Imperial Bank of India.'] 

I. — Ageigdlturaii credit and credit facilities. 

Part D, — Credit facilities in respect of agricultural production and marketing. 

Question 1. — Government plays no part in the provision of agricultural credit 
in respect of crop production, but confines itself to the improvement of methods, provi- 
sion of better quality seeds, etc. After bad seasons, however, it assists in cases of 
necessity by making taqaui advances for building of wells, etc. 

Joint-stock hanks do not directly assist the cultivator during the period of produc- 
tion. 

Co-operative hanks ^ being undeveloped in these provinces, take a very small share. 

Indigenous hankers, particularly the village mahajan, are in closest touch with the 
cultivator and provide most of the finance required during the period of production. 

Present facilities require considerable development, particularly the co-operative 
movement. 

Question 2. — ^In lespect of the marketing of crops joint-stock and indigenous 
bankers make advances against produce, thus providing merchants with further means of 
purchasing from cultivators. Grain merchants thernselves do not always buy outright, 
but frequently accept stocks for sale cn commission, advancing at once up to 75 per 
cent, of the market value of the goods. 

Question 3. — The cultivator looks for assistance to the village mahajan or to the 
commission agent. The latter, if he is in need of more finance than he can himself 
supply, can usually obtain, funds from the shroffs, who in his turn can fall back upon 
(he joint-stock bank. 

Question 4. — Overseas trade With regard to agriculture in this country may be 
taken to refer to export only. Until produce is actually shipped there is no difference 
between credit facilities available to internal and overseas trade. At this stage the 
exchange banks negotiate drafts drawn against shipments. 

Part F. — Co-operation. 

Question 1. — Apart from their relations with the Imperial Bank of India, co- 
operative banks appear to have no relation with other banks. 

The co-operative movement in this province is of such ft\"ble growth that the 
compctilion between it and the joint-stock banks may be considerel uegligible. 

Question 2. — Tn view of the past liistoiy of the co-operutivo rnovemejit it is ncees 
sary for co-operative banks to otter high rates for deposits. Bates offered locally are -* 
6 per cent, per annum for deposits fixed for 1 year. 

5 per cent, per annum for deposits fixed for 6 months. 

4 per cent, per annum on savings bank accounts. 

Question 5. — The functions of a Provmcial Co-operative Bank would appe^ir to 
begin when the co-operative movement is in full running order and a central institution 
is required to co-ordinate the various units in the province. I do not think such an 
institution would stimulate growth. 

Part J. — Internal remittance and negotiable instruments. 

Question 1. — Facilities available for internal remittance are : — 

Bank Telegraphic Transfers. 

Bank Demand Drafts. 

Government Currency Transfers. 

Bank Supply Bills. 

Demand hundis drawn by shroffs and merchant!. 
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Question 2. — Though government currency notes are still used to a large extent, 
the larger portion of internal remittances is probably made by means of bank drafts 
and telegraphic transfers and demand hundis. Consignments of goods are paid for in 
the majority of cases either (1) by the consignor drawing a hundi on the consignee and 
selling it m the bazar or (2) by the consignee purchasing a bank draft or bazar hundt 
on the place where the consignor lives and despatching it to him. No. (1) is the 
method usually adopted. 

Question 3. — ^Where there is a branch of the Imperial Bank of India the treasury 
officer L ay issue a supply bill on another treasury where there is no branch of the bank 
after obtaining the sanction of the Deputy Controller of the Currency. 

At places where there is no branch of the Implerial Bank of India a treasury officer 
may issue a supply bill on Calcutta, Bombay, Madras, Bangoon, Cawnpore, Lahore or 
Karachi without obtaining sanction. For issue of a supply bill on another treasury 
sanction must be obtained. 

To a limited degree supply bills fill the place of drafts issued by banks, but 
there are the following drawbacks 

{a) Sanction must in most cases be obtained from the Peputy Controller of tho 
Currency. 

10 ) The bills are only issued in even hundreds of rupees with a minimum of 
Ba. 1,000. 

It would be helpful if a maximum limit (say Bs. 6,000) were fixed up to which 
bills might be issued without reference, and they might also be issued for odd amounts, 
retaining the minimum of Bs. 1,000. 

Question 4. — ^Demand hundis, which already play an important part in internal 
remittance, are free of stamp duty. Usance bills are subject to duty on a graduated 
scale. I do not consider that a reduqtion of duty would result in an increase in such 
bills. 

Question 6. — ^I am not in favour of entrusting the post office with the collection 
of bills and cheques and the issue of letters of credit. This work would necessitate 
a specially trained staff. 

Question 6. — ^There is one form of hundi in general use in this district, worded 
thus i — 

“From (borrower’s/drawer’s name) to (drawee’s name) Greeting — ^I have to-day 
drawn upon you a hundi for Es, half of which is Bs. 

double of which is Bs. payable to (lender’s name) days 

after to-day this 19 , which please pay in 

Company’s current coin at the proper address.” 

The signature is made either at the top or at the foot. 

The same form is transformed into a promissory note by the simple substitution 
of the borrower’s name in the place of the drawee’s. 

These bills are not usually accepted unless they are passed on to a third party, 
in which case acceptance is required. 

Usance bills taken by shroffs are generally held by them. In case of rediscount 
the shroff’s endorsement is added. 

Demand hundis frequently pass through several hands before presentation for 
payment. 

Cawnpore being a financial centre, hundis of this district rarely go outside for 
discount. 

Question 7. — ^Demand hundis drawn on consignees are freely ^counted when 
covered by a railway receipt endorsed to the discounter. In this district there are no 
other instruments or ownership against which, as far as I am aware, advances are given. 

There is no difficulty in using railway receipts attached to demand drafts to 
obtain temporary accommodation during marketing of agricultural produce. 

Fart II. — Indigenous banking. 

A. — Organisation of indigenous hanking. 

Question 1.*— There are only four classes of bankers or moneylenders in this dis- 
trict — ^the shroff, the sahukar (urban moneylender), the mahajan (country moneylender) 
and the kistwaHa. 

Me. B. A« Nixmiii 
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The last is a moneylender in a very small way operating among the working 
classes. His usual procedure is to lend on the basis of a loan of Es. 9 to be repaid by 
12 monthly instalments of Eg. 1 each. 

The shroff discounts bills and makes loans on the security of the promissory notes 
of sahukars and commission agents at interest averaging about 7^ per cent. He also 
accepts deposits, but in each case by special arrangement. The rate of interest usually 
paid on such deposits is understood to be about 6 per cent. 

The sahukar does no discounting. He confines himself to advancing money against 
property, uiban or rural. 

The maJtajan makes cash advances to cultivators in proportion to the extent of 
their holding of lands. The security is generally ornaments, cattle, tenant rights or 
the coming crop. 

The shroff frequently also carries on a commission agency business subsidiary to 
his hanking activities. In this department he provides with finance beoparis who have 
come into the district from other centres to purchase agricultural produce. Funds are 
provided by the negotiation of demand diafts drawn by the beoparis on the firms which 
they represent, and more rarely by the discount of usance bills. More generally, however, 
the shroff will advance 75 per cent, of the cost of goods whuh are left with him until 
delivery is required. 

Question 2. — Indigenous bankers largely assist agriculture by the melhods described 
in the answer to question no. 1. 

They assist trade to a much smaller extent by the purchase of small usance 
i.ills from shop-keepers. 

Fropfietors of industrial concerns who are in good credit can always obtain 
tlie assistance of shroffs when required. 

Question 4. — There were one or two local financial houses dealing solely in the 
purchase and sale of hundis, etc., but these have disappeared of late years owing, I am 
informed, to the cutting down of rates consequent on the increase of joint-stock banking 
facilities. 

Question 5. — Local indigenous bankers keep two main books — a cash book (rokar) 
and a ledger (khata). 

In the former all details of each day’s transactions are entered on the credit or 
debit side, as the case rnav be. The ])alance is struck and earned forward daily. Fiom 
the cash book each item is posted into its individual account in the ledger, which ?8 
generally arranged thus : — 

Index. 

Abstract of old ledger balances. 

Charity account. 

Capital account. 

Individual accounts (each on a separate page). 

These books are in the form of bahis which are not ruled in any way, hut this 
is no bar to their clearness and accuracy. The double entry system is used. 

B. — Raising of funds by indigenous bankers. 

Question 1. — Examples of hundis in general use in this district have been given 
in the answer to part I J, question no. 6. 

The only form of deposit receipt used locally is known as a purja and is worded 
thus : — 

“’I’o (name of lender or depositor) from (name of borrower) Greeting — We have 
to-day received from you Ks. (figures and words) which 

we have placed to credit of your account.’* 

(Signature of banker.) 

Any stipulation as regards repayment or interest is entered in the cash book 
and ledger, not on the receipt. 

Demand promissory notes are worded ia the same way as purjas, with the addition 
“On demand we shall pay”. 

A sarkhat is only used by kistwalas in connection with very small advances, generally 
Es. 9 repayable by instalments of Ee. 1 per month. It is a statement of account show- 
ing the original loan. The borrower keeps it and has the instalments eptercjd as they 
are paid 

Mr- E a Nprr^n, 
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Question 2. — Indigenous bankers provide themseives witn lunas oy ino aiBcoum 
of hundis with other shroffs or with banks, or by the pledge of stocks with the latter. 
They do not as a rule keep large cash balances. 

Question 3. — There are no indigenous bankers in this district who receive deposits 
from all and sundry. Eaqh case is subject to arrangement. 

Interest rates vary with auiouut, period and season, and range from 3 to 6 per 

cent. 

C . — Advances by indigenous banlcers. 

Question 1. — Advances are made by indigenous bankers — 

(a) By discount of liundis for vaij-ing tfiiiis without any feccinity if the borrowei's 

credit IS good. 

(b) Simple receipt and entry of the transaction in a ledger to debit of the borrower. 

The receipt in such transactions is kno^\n as a “2)wr;a.” 

(c) Bemand promissory note and mortgage of properly. 

(d) When acting in the capacity of a commission agent the shroff advances against 

produce placed in his possession up to the extent of 75 per cent, of the 

value of the goods. 

Interest on (a) averages about 7J per cent, for traders’ bills. Method (b) is only 
used where the borrower is in very good credit, and generally another shroff. Interest 
is usually about 6 per cent, per annum. Interest in cases (c) and (d) is charged at 
about y per cent, and 7^ per cent, per annum respectively. 

Question 2. — The small agiiculturist deals with the village mahajan. The larger 
scale grower can deal direct with the commission agent. The charges on advances 
made by the latter are about 9 per cent, plus godown rent. The buyer pays commission 
on the sale when effected. 

I do not consider present rates are unduly high in cases where security is 
available. They necessarily vary in proportion to the risk involved. 

D. — Exchange and money market. 

Question 1. — There is a local money market at Cawnpore. Buying and selling of 
drafts and borrowing and lending between sbroffs is general. 

Question 2. — Brokers visit the various big shroffs daily and ascertain their require- 
ments, which they endeavour to fill at other kothis. Their remuneration is generally 2i 
annas per Bs. 1,000, paid by the seller. 

Question 3. — ^Bates for purchase of hundis for remittance on Bombay and 
Calcutta range from Bs. 99-15 to Bs. 100-1 per cent, in accordance with the supply of 
hundis available on each place. Quotations are higher for other places to which exports 
are on a smaller scale and drawings fewer. 

Usance hundis are purchased at rates in accordance with the credit of the 
borrower and the demand for money at the time. 

Offerings of demand hundts on large centres are heavy from about the begin- 
ning of April to the end of May and from early October to the end of December, when 
erop^ are coming into the towns. Bates are then at the lower levels. 

Question 4. — There is no shroffs’ association in Cawnpore. 

E. — Defects of indigenous banking. 

Question 1 — The shnjff, the <inliuhar and Hie .village mahajan midonbledly perform 
very useful functions and are regarded with respect. 

F, — Co-ordination. 

I 

Question 1.- The shroff, the sahukar and the village mahajan undoubtedly perform 
each other and also arrange temporary loans. These bankers generally keep accounts 
with established banks and are able to rediscount hundis in case of need to an extent 
dependant on their credit. 

Indigenous bankers are given preferential treatment by the joint-stock banks 
in proportion to their credit. 

Question 3. — ^There are very few indigenous bankers on whom cheques are dratro 
and they are usually in or near large centres where collection is not difficult. 

Mil. B. A. KpTTAp. 
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6 . — Consolidation of indigenous banks. 

Question 2. — ^It is doubtful whether indigenous banks would appreciably increase 
their clientele if they were recognised by Government. 

If any such recognition were granted it would be necessary to impose safe* 
guards to protect the pubhc. Foremost among these safeguards should be the periodical 
publication of a properly audited balance-sheet. 

Question 3. — Indigenous bankers would probably resent any restriction or pub- 
licity. 

Question 4. — There is one really slack season in the year, roughly from 
Jul^/ September. No crops are being gathered during this period and demand for money 
is small. Hundis are then paid off and loans return to bankers. 

When large amounts of money are lying idle in trade centres it is difficult to see 
ihnt any method could be devised for its remunerative employment in the districts, 

III. — ^Investment habit and attraction of capital. 

A. — Encouragement of saving and investment habit. 

Question 2. — ^Means for encouraging the habits of savings and investment are 
provided by the Imperial and joint-stock banks and by the post office through its savings 
bank department and postal cash certificates. Government securities may be purchased 
through the post office or the banks. 

The facilities appear adequate, but perhaps are not sufficiently well known in 
the mefussil. 

Question 3. — ^Feople of this district follow the general practice of investing their 
savings in gold and silver ornaments. The proportion among the poorer and uneducated 
classes probably approximates to 100 per cent, progressively declining among the wealthier 
and more educated classes. 

Question 4. — ^Postal cash certificates are fairly popular in this district. 

Question 5. — ^No increase in the rate of interest or change in the terms of issue 
appears necessary. 

Question 6. — The present return on postal cash certificates, if held for the full 
[period of five years, is about 52 per cent, simple and well over 6 per cent, compound 
interest. This is a higher rale than banks can afford to pay for deposits, and undoubted- 
ly has attracted money which would otherwise have gone to them. 

Treasury bills are issued by Government to provide themselves with temporary 
funds or in pursuit of a definite policy looking to the general state of the money market 
or the position of exchange. Their effect cannot be viewed in the same light as that 
of a more or less permanent method of investment, which is open to small savings. 

Question 7. — ^It is doubtful whether certificates repayable in gold would be likely 
to attract a great deal of fresh money. The poorer and less educated classes prefer 

to see their savings in solid and indestructible form. 

Question 8. — The post office savings bank would appear to afford sufficient facilities 
without the establishment of such banks by municipalities, which would require very 
special arrangements for audit and inspection. 

Question 9. — Government securities of small or large amount may be purchased 
through the post office and banks without difficulty. 

Special facilities do not appear to be required by small investors. 

Question 10. — Securities other than those of Government may also be purchased 
through the agency of banks. 

Question 11. — The poorer classes invest their savings in ornaments. The middle 
and educated classes invest any surplus income partly in savings banks, whether of the 
post office or joint-stock banks, to some small extent in government securities, and also 
m land and houses. 

Question 12, — ^Farmers in a prosperous year genially utilise their savings in the 
purchase of ornaments and cattle. 

Mn. E. A. Nottal. 
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iffUesiion 13. — ^While I cansider the hankmg and investment habit in India te 
be of slow growth, yet the pace of growth is undoubtedly increasing. 

The main reason of the tardy ^owth is probably ignorance leading to suspicion. 

It is possible that further advertisement in the mofussil of the advantages of 
l>ostal cash certificates wf.uld produce satisfactory results. 

B. — Cheque hahiU 

Question 1. — Cheques are now used for the payment of smaller amounts than 
formerly and they are thus becoming more familiar to the population as a whole, but 1 
should say that the cheque habit is growing very slowly. 

Question 2. — The abolition of the stamp duty on cheques has undoubtedly led to 
their increased use, but it is doubtful whether the concession has been responsible- 
for the opening of very many more accounts. 

Question 3. — Cheques are used by — 

(a) merchants, 

(h) the larger shop-keepers, 

(c) professional men, viz., lawyers and doctors, 

(d) educated men of fair means. 

Question 4. — ^The use of cheques is mainly confined to towns where banks are 
established. In country districta^ where there is no bank within ensy reach cheques 
are of little use as a means of payment. In my opinion the gradual opening of small 
branch bants is the only remedy. The process must of necessity be slow, as no bank 
can fairly be expected to open unless there is a prospect of profit in the near future. 
I do not think that the payment by cheques of en^ployees would promote the cheque 
habit, and as far as I am aware there is at present no impediment lo the payment of 
government dues by cheques where there is a branch of the Imperial Bank and the 
difficulty in collection does not arise. 

Question 5. — In my opinion it is impossible to arrange satisfactorily for the use 
of cheques by illiterate persons. 

C7. — Vernacular scripts in banking. 

Question 1. — ^From the banker’s point of view there would appear to be no objection 
to the opening of accounts for persons using any Vernacular script in general use at the 
place where the account is opened. 


(For supplementary written evidence see pages 93 — ^95 j) 
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Supplementary written evidence. 


Question 1. — Do you think the establishment of warehouses would bring into 
existence sufficient amount of easily acceptable instruments of ownership which would 
make it easier for people to borrow on the security of such paper from banks? If so, 
please say on xohat lines should warehouses be established? 

Answer : In this question the establishment of public warehouses or godowns is 
presumably contemplated, where goods might be stored against receipts which would 
be negotiable insirumonts. 

In present circumstances banks make advances against goods stored either in the 
borrowers’ own godowns, in which case the bank’s locks are placed on the doors, or in 
the bank’s warehouses. In either case the goods are inspected by an officer of the 
bank both before advances are made and similarly from time to time until the loan is 
repaid. 

In making advances against public warehouse receipts no such inspection would 
be possible, and it would bo necessary to place entire reliance upon the warehouse- 
keeper as regards quality and quantity of the goods detailed in the receipt. Consequently 
the credit and standing of the borrow^ers would require strict scrutiny. This system would 
therefore make it no easier for the small trader to obtain finance against stocks. 
Substantial firms almost invariably have their own godowns. 

(The above is written on the assumption that separate godowns for each merchant 
would not be provided.) 

Question 2. — It is said that railways on account of their extensive transport 
business are the most suitable agency to provide warehouses. Do you agree with this 
view? 

Ansirer : Tf the provision of public wrarehouses is considered likely to be advantage- 
ous, the railways w^ould appear to be a suitable agency for the purpose. Large munici- 
palities might also undertake the provision of such facilities. 

Question 3. — You state that the proprietors of industrial concerns who are in good 
credit can always obtain the assistance of shroffs when required. Will you please state 
rtn what terms is such credit available? 

Answer : As far as I have been able to ascertain shroffs are generally ready 

10 pssisi proprietors of ir.dustrial concerns who are in good credit by making advances 
against their demand promissory notes (purja receipts) at about 7} per cent, per annum. 
The whole question of their degree of readiness to assist, the rate of interest charged 
and insistence on Feenritv or otherwise revolves round the credit of the borrower and the 
consequent amount of risk of capital involved. 

Question 4. — Under Part IT B {raising of funds by indigenous hankers), ques- 

tion no. 8, you say that interest rates range from S to Q per cent. Will you kindly 
^tate the classes of persons amongst whom such rates of interest prevail? 

Answer : In my answer, I said that rates of interest allowed by indigenous bankers 
on deposits varied wn'th amount, period and season and ranged from 3 to 6 per cent. 
The indigenous bankers lo whom reference was made are the higher class, i.e., shroffs. 
The lower rates apply, of course, lo the slack and short' periods. As I stated elsewhere 

each deposit is subject to special arrangement, and the shroff does not accept more than 

he can profitably use. 

Question 5. — Wiil you phase give the scale of charges fixed by the Imperial Bank 
of India for transferring money from one place to another in the case of the following':--- 

(a) banks, 

(h) indigenous hankers, 

(o) general public? 

Answer : (a) The maximum rates charged by the Imperial Bank of India and 
at which rates it is at all times prepared to sell demand drafts and telegraphic transfers 
to banks indigenous bankers and the general public are as follows : — 

Amounts up to Es. 1.000 — 4 annas per cent., minimum 4 annas. 

Amounts Bs. 1,000 up to Ks. 10,000 — ^ annas per centt 

Amounts Bs. 10,000 and pver— 4 apna per cept, 

E). A. NirpTAj,, 
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(6) In the case of a bank requiring a transfer of Ks. 10,000 or over from the 
branch of the Imperial Bank of India at the place where it is established for the 
credit of the same bank at another branch of the Imperial Bank this transfer is made at a 
concessional rate of 3/32 per cent, or 6 pies per cent. 

(c) The rates quoted in paragraph (a) are, as already staled, maximum rates, 
and in the case of the sale of drafts and telegraphic transfer for very large amounts 
over Es. 10,000 the Imperial Bank may reduce the rate from one anna to 9 pies per cent., 
bot rarely below that rate. 

No distinction iu rates is made in sales to indigenous bankers and the general 

public. 

Question 6. — Please give the scale of exchange charges of your bank for the 
purchase of billSf and for collection of cheques and bills on various places in the case 
of the folowing : — 

(a) hanks, 

(b) general public. 

Answer t (a) Exchange charges for the collection of demand bills drawn on places 
in India where the bank has branches are usually levied at the following rates, but special 
quotations are given for large amounts : — 

(i) From banks — 3 annas per cent, 
fii) From general public — 4 annas per cent. 

(h) Bates for purchase of similar paper of small amount are about the same as above. 
Drafts for large amounts are purchased down to 6 pics per cent. accordance with the 
amount of each and the quantity of paper in the market drawn on any particular centre. 
Such business is put through at competitive rates which provide little more than 
interest ot a reasonable rate for the period the bank is out of its money, and although 
under cur agreement with Government we obtain the facility of ^ free transfer of funds, 
this benefit is to a very great extent passed on to the business community. 

Question 7. — You say that when large amounts of money are lying idle in trade 
centres it is difficult to say if any method could be devised for their remunerative employ- 
ment, Will not the expansion and contraction of currency on the basis of trade hills 
cvercome this difficulty It can he so arranged that the volume of currency in the slack 
season would he just sufficient to carry on business and in tight season it would expand 
with the trade demand, because hills which represent such demand will form cover for 
additional notes issued. 

Answer : The slack season is roughly from July to September. During these 
months few trade bills arc outstanding, and the additional currency provided earlier 
in ^he year' against this form of cover has now been contracted to the full extent of the 
original expansion. No further contraction on these lines is therefore possible. The 
problem of how to employ i emuneratively the balance of funds lying idle still remains. 
Apart from the issue of treasury bills I can advance no suggestion for using this money 
for the period in question. 

Question 8 . — Is it true that large amounts of money attracted by post office cash 
certificates have resulted in the decrease of resources of hanks and have consequently 
increased the cost of credit to the general public as well as decreased the amount of credit 
facilities for trade and industry^ 

Answer : It is difficult to say what proportion of the amount invested in post office 
cash certificates has been diverted from banks. I consider it probable that this form of 
saving has brought to light much money which was previously hoarded. On the other 
hapd, the rate of interest earned on cash certificates is much higher than banks can 
offer for deposits, and has undoubtedly attracted considerable amounts which would other- 
wise have swelled the resources of banks. 

Nevertheless, the money has presumably been paid in to credit of Government 
with the Imperial Bank of India and has been available for trade finance to the same 
extent as any other deposit repayable at call. Moreover, it is to be borne in mind that 
Government expenditure is largely productive. 

Questio 7 \ 9. — Are you of opinion that if ways and means can he devised whereby 
confidence in the hanking system of the country can he increased it would accelerate 
the progress of hanking^ Could you suggest such ways and means 9 

iinatoer : Increased confidence in the banking system would no doubt accelerate 
to some extent the progress of banking in this countrj^. To this eqd an avoidapee qf 
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failures among banking houacs for an extended period would in my opinion contribute 
more than any other single factor. 

As a preliminary step I suggest that tho use of the word “Bank” or “Banking” 
in the stylo of any hrm should bo severely restricted. In country districts the failure 
of any institution bearing such a title is likely to engender distrust to an extent out of 
all proportion to the actual importance of the concern which has come to grief. 

Question 10 . — Will you please fully explain your remarks that the gradual opening 
of small branch hanks ts the oyily remedy to increase the use of cheques. On what lines 
should such small branch banks be established^ Will it not materially help if private 
hankers doing purely hanking business arc encouraged io do business on modern lines \> 

Ayiswer : For the past few years bcveral well-established banks have pursued the 
policy oi opening small offices. unOer the supervision of a parent branch at a trade centre, 
in ccMintry districts where there has been a prospect cf business. This process is being 
steadily pursued and is the method which I advocated m my answer to III B. 4 of the 
Commiiiee’s questionnaire. 

I do not think that the use ot cheques would materially be increased by encouraging 
private bankers to open current accounts, which presumably is suggested in the latter part 
of this question. 

In most towns of any size there are already banks where such accounts may be 
opened, and In smaller places Ibe number of prospective constituents to whom a current 
account would be of use would probably be negligible. 


Mb* JBs a. 
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Mr. J. A. NASH, A^ent, Imperial Bank of India, Allahabad. 


Memorandum. 

'‘N J3 — This statement is an expression of Mr. Nash's personal views and is not to be 
regarded as expressing the views of the Imperial Bank of India."] 

Thr indigenous bankerr; go to the Imperial Bank of India when they need ac- 
commodation. There are various methods of obtaining such accommodation. One of them 
is by means of hundis (demand drafts) which aie drawn by small traders and others 
and endorsed by these bankers. The Imperial Bank in this class of business does not 
deal with small traders direct, because that w-ould be risky. The bank’s customers are 
the shroffs and merchants of good slanding. The bank before discounting these hundis 
makes confidential enijuirics as to the credit and financial standing of the endorsers in 
the bazar. These enquiries are conducted by the Agent of tho bank and treasurers 
{khamnehtes) . In accordance with the result of such enquiries the endorser is confidentially 
given a certain credit limit in the books of the bank and hundis are readily discounted 
l)y the bank so long as that limit is not exceeded, and in actual practice this limits is 
often not reached. 

The indigenous hankers and mei chants .also receive accommodation from the 
Imperial Bank by means of overdrafts and cash credits. An interesting example of such 
advances is the “produce loan system.” When a merchant or firm is in need of finance 
against raw produce an application is made to the Imperial Bank. The bank’s agents 
make private enquiries and after satisfying themselves prima facie as to the credit and 
financial stability of the borrower ask the applicant to sign a printed bond (vide sample 
copy*) in which the borrower undertakes to pledge certain goods as security for the loan 
he desires to have from the bank. 

The borrower then piocceds to place his stocks under the control of the bank, 
and the bank clerk examines the goods and signs a receipt (vide sample receipt*). The 
Agent carries out periodical verification and checking of stocks. The market value of these 
goods is estimated and the hank advances up to 75 per cent, of such value. In order 
to secure itself the bank has its locks put on the goods stored in godowns which do not 
necessarily belong to the bank, but usually belong to a private firm — may be the borrow- 
ing party itself — and a bank chaprasi is on duty to keep watch. The margin of 25 
per cent, is kept in order to provide against fluctuations in the market price of the goods. 
Should the prices so vary as to wipe out the margin, tho bank calls upon the merchant 
or the firm to make it good. Activity in these loans against produce is the greatest 
in the first half of the year. The rate of interest is 7J per cent, from January 1 to 
June 30, and 7 per cent, from July 1 to December 31, calculated on the daily balance of 
the account and charged to the account on the last working day of each month. This 

interest includes insurance charges and administrative expenses incurred by the bank. 

The system is becoming slightly more popular locally, but is of little benefit to the 
cultivator except indirectly perhaps as thereby the commission agent has more money to 
lend than he otherwise would have. In the Allahabad district the bank has tried 

very hard to encourage this kind of finance and to help firms dealing with 

agricultural products, but unfortunately sufficient advantage has not been taken of the 
facilities provided by the bank. This is largely due to the fact that here a big firm 
considers it derogatory to its self-respect and credit to let it be known that its goods 
or merchandize are under the control of the hank. ^ It does not like the bank putting 
its locks and name-boards on the godowns thus giving evidence of possession. This is, 
therefore, a case in which the, bank is ready and willing to offer more credit facilities 
than are utilised at present. The borrowers in this kind of finance need not and often 
do not have either current or deposit accounts as well as cash credit accounts with the 
hank. The security which they offer for the loans they take is that of the agricultural 
produce, and this security and the value of the security is constantly fluctuating. The 
amount of the security itself is varying from time to time as fresh stocks are brought 
in and old stocks are withdrawn, and with the fluctuations in the amoiint of the security 
the amount of the cash credit varies correspondingly. The cash credit account is thuq 
not a fixed but a varying account, rising and falling from time to time in accordance 
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with the conditions and requirements of trade. The bank lends on all kinds of local 
produce, e g,, wheat, rice (some of it imported from outside), peas, linseed, hajta and 
even cotton. The bank is unable to go to the small agriculturists direct. The small 
cultivators often liring their agricuiturai product s to the mandis in the nearest towns. 
There tfiey sell these products through the arhatias^ getting the money from them on sale, 
which may bo at once, or if Ibey require to, they may borrow from the arhaUas pending 
sale, hometimos they sell direct to the pinty by whom the products are bought. It is 
these aihatJas or commibsion agents and the grain nierchants to whom they sell through 
the agency of the arhatias who obtain finance from the bank by means of the pledging 
of their stocks to the bank. 

The indigenous bankers and moneylenders deal with the Imperial Bank only 
when their own resources are exhausted and the money market is tight. Ordinarily they 
prefer to do business with their own capital ; they do not deposit their funds with the 
Tniperiai Bank to any large extent or for any length of time. If something could be done 
in the way of organising the indigenous bankers and linking them to the Imperial Bank 
aa agents in the villages and tovvns where the bank’s branches do not alrCiOdy exist, 

It would probably facilitate internal remittances and agricultural credit, and also have 
I he effect of reducing the general rale of interest to the cultivators, for now although 
the bank lends at low rates to the commission agents, etc., the latter’s rates to the 
cultivators are much higher. 

With regard to the allegation that the Imperial Bank has come into unhealthy 
competition with the joint-stock banks, it may be pointed out in fairness to the bank 
that it determines its rates and commissions only with a view to encouraging banking 
habits among the people and certainly not with the object of entering into competition 
with the joint-stock banks. 

The bank deals mostly with the literate people and it makes no discrimination 
between those who know English and those who are only conversant with the provincial 
vernaculars. The hundis presented to the bank by the indigenous bankers are almost 
always drawn in Hindi and Marwari, while it is a matter of daily occurrence that 
chc(pics filled up in Hindi, Marw^arl and Urdu are presented for payment and duly 
cashed. So far as the bank is concerned there is not the slightest difficulty raised in 
ihe matter of vernacular cheques. The bank is always ready and willing to accept 
tliom and does in fact accept Ihcm. Vernacular cheques also pass from hand to hand to some 
extent m the ba^ar. Usually the bank’s constituents who do not know English 
but can only read and write a vernacular, fill in tlio cheques printed in English in their 
vernacular and the bank readily accepts them. Of course those cheques are translated into 

English in the bank by the khazanchi for the bank’s own use, but that does not affect 

the customer. It is one of the duties of the khazanclii to translate documents such as 
cheques and hundis drawn in any vernacular into English. 

The bank sometimes deals with illiterate people who put their thumb-impressions 
on the cheques which are attested by a bank official or Bomeono known to the bank. 

There would be no objection to having bilingual cheques printed in English and 
a vernacular version underneath (for example, English and Hindi, English and Urdu, 
and so on). They would be popular with people who know only vernaculars and are 
unable to read or write English and stimulate the growth of cheque habit among them. 

With regard to the complaint about the delay in cashing cheques by the bank, 
some delay is at present unavoidable. A cheque, before it can be cashed, has to pass 
through several hands and books. It cannot be cashed before it is passed for pay- 
ment by a responsible officer of the bank like the Agent or the accountant, and in small 
branches where there is only one officer so authorised some delay might occur. The 
practice cannot he given up under the present conditions of the country, because the bank 

cannot entrust the work of authorising the payment of cheques to any but a responsible 

officer. The bank is, however, alive to the necessity of speed in the matter, and it always 
welcomes complaints from the public which might be helpful in avoiding undue delay. 
While admitting that some delay is unavoidable, it may also be mentioned that sometim^ 
the bank comes in for undeserved blame. Often customers sand cheques for encashment 
through their chaprasis, who not infrequently go to sleep under the shade of trees inside 
the bank compound. When they wake up it is perhaps 2 o’clock, an hour or two before 
the bank’s closing tinae, and they then have to take their turn. They may thus return 
to their masters late in the afternoon after an interval of four or five hours. If one were to 
visit the bank at about one o’clock in the afternoon on a summer day, one could see with 
one 8 own eyes quite a number of chaprasis sleeping under the trees in the bank compounifil 

bank w here noi to blame, except perhaps for not doing away with all shady places 
WDich might tempt tired visitors to rest awhile in the hot weather. 

Mb, J. a. Nash. 
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Mr. MOHAN LAL BULCHAND, General Manager, Benares 
Bank, Ltd., Benares. 


Memorandum. 


1. — AniUCITiiTLIUfi rilKDJT AND (MlKDTT F VCII.I TIKS. 

Part D. — Credit facilities hi respect of aijnciiltiiral proditcliun and markeiimj. 

The averaj^e Fiulinn agriculturist lives from hand to mouth and it would seem 
that no real improvement in liis eoniUtiou ran re.siilt from any finimoial assistance given 
to him, as from the business point of view he hardly gets a living wage from the land 
he cultivates and to linanee. him is like finaneing a losing business coneern. Although 
cne of the difficuitjes he experiences is tlie usurious rales at which he gets financial 
help, the real solnlion of the problem of his existence depends on the employment of his 
forced idleness during periods when his attention is not reqtpred towards I be cultivation 
of bis land. But this question is probably outside a banking enquiry, and I will 
therefore go no further than merely mention" it. 

I think co-operative societies have done good work in the way of securing financial 
aid to the cultivator at a fair rate of interest and a develo])mcni of the co operative 
movement would go a great way in improving the condition of the cultivator. Ti would 
be a step in the right direction if co-operative hanks could make advances on the security 
of crops and assist the borrowers in marketing their produce in the nearest im- 
portant centres of trade. This work is at present done by the village moneylender who 
finances the cultivator Ihrougliout the year by supplying him with all the necessities 
of life and forces him to sell his produce to him at a lower rate than ho can get in the 
open market. If these facilities can be extended to the cultivator by co-operative societies 
he would be saved from the usurious demands of the village moneylender. 

To finance these co-operative societies there should be a co-operative bank in all 
district headquarters and a central barii: in all provincial headquarters. The central 
banks should be the fountain heads for all finance to the district banks and the village* 
societies and the Imperial Bank should finance Ihe central banks at a reasonable ra^t* 
of interest when necessary. 

The existing arrangements for the financing of crops are more or less in the 
hands of the middleman who buys produce in all important grain centres and transports 
it to the ports where big European exporting houses buy the same for export. Some of 
these European houses have representatives in the villages and towns w^ho buy produce 
on the spot for their principals. The result of these operations is that on account of 
there being no proper organisation amongst the agriculturists for the disposal of produce 
in the ports where better prices can be obtained the middleman earns more profit on 
the sale than the cnltivator makes on the production of the crop. 

From the above it would appear that the chief part in the financing of crop pro- 
duction is taken by the village hania, but to some extent the agriculturist borrows from 
his superior landlord, the professional moneylender and the co-operative societie.s also. 
But in the marketing of crops all the banks in the country take some part by lending 
directly or indirectly money to big grain merchants who buy produce from the villages 
and towns and transport it to the ports. The credit facilities for this purpose seem to be 
sufficient since the opening of a large number of branches by the Imperial Bank of 
India lately. 


Part E. — Ihand mortgage hanks. 

Loans on mortgages are generally given by indigenous bankers and lo some extent 
l>j joint-stock banks, but this system of advances is not popular with the latter, 

hCn, Mohan Lal Buijchand, 
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If fa.cilitic3 are provided for ihe well-lo-do mamindar to borrow money on the 
mortgage of hie properties this will indirectly encourage his spendthriftneas and in 
genuine cases where relief is necessary the foUov'ing Acte are quite adequate : — 

]. Oudh Estates Act T of 3869. 

2. Oudh Taluqdars Relief Acl XXTV of 3870 

U. Settled Estates Act V of 3917. 

4. Court of Wards Act IV of 3912. 

iiut the siunll landholders or tenants wlio have generally to borrow for improve 
ments in their land or for acquisition of more lands require an organisation which 
will enable them to borrow money al a fair rate of interest. 

1 should, therefore, like that institutions on the line of the Tliaiig Co*operativ« 
Mori gage Bank m the Punjab should lie started all over the province. 

To ensure the popularity of the debenluros the same should rank ns trustee securi- 
ties and the Imperial Bank or any other State bank should be, prepared to advance 90 per 
cent, of tlie, issue price of these debentures. 

To provide proper safeguards the Government should organise a department whoso 
Inisiness it would be to cheek the valuation of the properties mortgaged before the 
mortgage bunks are permitted to issue debentures. This department should also revise 
the valuations from time to time. 

In my o]unioii these banks sliould not make advances for more than 20 years and 
the maximum amount advanced should not exceed ten times the net income after 

deducting land revenue. If this is done it will not be necessary to take a mortgage on 

the liorrower’s <dher properly or the personal liability of two sureties. But the instal- 

ments in liquidation of the loan should be' sufficient to rover the interest and a part 
of the principal so that the whole debt may be satisfied during the period of Ihe loan. 

To safeguard the interests of the debenture holders and thus indirectly to increase 
the popularity of the debentures, legislation will have to be passed to provide the 

simplification ' of the process of foreclosure and sale in the event of failure m the pay- 
ment of any of the instalments. 

TIic average price of land in this province is between 36 or 20 times the net 
annual yield. 

II.— Indigenous banking. 

There are in this province very few indigenous banks or bankers. The only 
flourishing indigenous bank in this province is (naming it) and I believe the success 
of this concern is partly due to the fact that they publish a balance sheet though the 
same is not in the form prescribed by the Indian Companies Act; but I understand the 
proprietors are thinking of converting their business into a limited liability company. 

The indigenous banker in this province can be divided into three classes : — 

1. The small moneylender in the villages who often combines banking with 

business in Ihe necessaries of life viz.y cloth, grain, etc. This class of 
banker is indispensable in every village as he lends money to the village 
cultivator in the shape of grain and cloth — on terms which on calculation 
are very usurious. His existence therefore is not desirable and he must 
be replaced by co-operative societies working on the same principles but 
offering more reasonable terms of interest. 

2. The well-to-do moneylender called arhatia who acts as agent for the village 

grain merchant, charging a commission for selling his produce and advanc- 
ing him money against his goods. This class of banker very seldom 
takes deposits and mosMy employs his own financial means supplemented 
by credits from the joint-stock banks as overdrafts or by discounting bills of 
exchange. The more important of this class of bankers also get sub- 
stantial accommodation from the Imperial Bank of India by discounting 
bills of exchange. In my opinion this class of indigenous banker bas 
sufficient banking facilities. 

3. The wealthy private banker wbo invests his surplus income and bis wealth 

in bank deposits and government and other securities and sometimes 
advances money against mortgages also. This class of indigenous banker 
also does not require any assistance. 

But for various causes the indi^^enous banker is fast disapnearing and bis place 
is being filled by the mufassil joint-stock banks and I think this must happen as a 
natural course of development of banking on modern lines. In European countries 
also the private banker is gradually being absorbed by the joint-stock banks, 

Mn* Mohan Lal BuncHANp. 
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I am, therefore, of opinion that the development of banking in India on modern 
lines should be through the Indian joint-stock banks and wliat h needed mosi i? 
legislation to assist these institutions by the simplification of the procedure for realization 
of debts from defaulters, the imposition of restrictions on such institutions as th.e 
Imperial Bank of India and the exchange banks to prevent them from competing with 
joint-stock banks and the starting of a State organisation which should render financial 
assisiance to these concerns in times of stringency. 


(For oral evidence, see pages 101 — 105.) 
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ORAL EVIDENCE. 


Lucknow, January 30, 1930. 


Present : 

Mk. K. a. H. Blunt, c.i.e., o.b.b., i.o.s,, m.l.c., 
Dn. Eadhakamal Mukerjee, m.a., ph.u., 
lUi Bahadur Babu Mohan Lal, m.a., ll.b., m.l.c., 
Mr. Mohan Lal Sah, m.a., ll.b., 

Eai Bahadur Pandit G. S. Upadhya, b.a., 

Dr. L. C. Jain, m.a., ll.b., ph.D., ... 


.. Chairman, 

^ Members, 

... Secretary. 


[Witness : Mr. Mohan Lal Bulchand, General Manager, Benares Bank, Ltd., 

Benares. 


Dr, Radhakamal Maker jee : You have discussed in your evidence the question of 
tbe disappearance of indigenous bankers. — (Witness) Yes. 

What do you know of the causes of their disappearance in the mufassil? Do you 
iliink that the disappearance of the indigenous banker implies that you have lost credit 
facilities in the mufassil which existed before? — I do not think so. I think it is due 
to the development of joint-stock banking that the indigenous banker is disappearing. 

Is this due to the absorption of the indigenous banker into the joint-stock bank? — 
It is not exactly the absorption. There has been hardly any case of indigenous firms 
combining with a joint-stock bank. But the credit facilities afforded by the indigenous 
banker are now being given by the joint-stock banks which are taking his place. The 
indigenous banker would not take deposits. The joint-stock banks are taking deposits 
<md invest that money. Therefore, in the regular course of events, the joint-stock banks 
are bound to take the place of the indigenous banker. 

Circumstanced as they are at present, how far do the indigenous bankers still 
continue to finance agricultural operations? You will admit that the joint-stock banks 
have not yet been found in such large numbers as to be able to tackle agricultural 
finance adequately?— The indigenous banker is in his turn being financed in his opera- 
tions by the joint-stock bank. 

Will you explain precisely how we may have a proper co-ordination between the 
village sahukar and the joint-stock bank?-— In a way there is a co-ordination already, 
lecause the indigenous banker is financing agriculturists by making him advances on 
the uroduce and then he purchases the produce on the spot and sends it to the ports. 
TheV.apital that he invests is supplemented by advances from banks. He discounts 
hundis at the Imperial Bank or he takes an overdraft from a joint-stock bank. 

In your district have you found that arhatias in distant markets take a loan from 
your bank? — ^Yes. 

Rai Bafiadur Bahu Mohan Lal: On what security?— In the case of big firms we 
give them money on personal security. 

Up to what extent?— That depends on the party. If the party is big, we adduce 
large sums. There is one big firm to whom we advance as much as one lakh. They 
take money in January or February and return it in May or eJuna. If there are parties 
of very g^d credit wft waive the condition of security, but ordinarily we always take 
security. 

Dr, Radhakamal Mukerjee : Security of grains or goods?— In practice this business 
is chiefly done by the indigenous banker himself. 

Mb. Mohah ImIi BniiCHAND. 





Arh alias storo goods and they have godowns. Do you advance them money on 
the security of these godowns? — Ordinarily arhatias get money without mortgaging goods. 

Rai Bahadur Bahu Mohan Lai : What is the practice in your bank? — ^The position 
is this. The joint-stock mufassil banks advance money to those people who have got 
good credit. They advance money without security. They advance on bills of exchange. 
They combine two or three parties and then advance money and that money is 
invested by arhatias for the purchase of agricultural produce. 

Dr. Radhakamal Mukerjee : In personal securities you insist upon taking others 
as sureties; you do not advance money to a single person? — ^We do sometimes advance 
money to single persons of very exceptional credit. 

Generally you take others? — We always prefer to take two signatures for every 
personal advance. But in the case of very good parties, we waive this condition. There 
IS a firm of arhatias which is worth 20 lakhs and invest from 10 to 15 lakhs in their 
business. They are zamindars also. In their case we waive the condition of additional 
personal security or any other collateral security and as a matter of fact this firm can 
get money without mortgaging their goods. 

What governs this tendency to accept personal security? — ^The mufassil arhatia, 
being always a well-to-do man, gets accommodation without security — Whence if banks 
want to lend money to him they have to b© satisfied with personal security. Sometimes 
the arhatias draw demand hundis on their correspondents in the ports and discount them 
in the banks. 

In that case you want personal security? — ^Even the Imperial Bank does not take 
security, when they cash demand hundis. 

The hundiwala must belong to the approved list? — In our case we prepare an 
approved list. This list is carefully scrutinised. We make advances on personal security 
to those who are on our approved list. 

Do you insist upon taking railway receipts in the case of hundis? — ^Not exactly 
in the case of men who happen to be on the approved list. In the case of a man who 
does not happen to be on our approved list, if he gives us collateral security, wo are 
not very particular about his name being on the approved list, because in that case 
he gives us security. Then we only make ordinary inquiries that he is a bona fide dealer. 

In other words you do not include him in your approved list? — ^Not necessarily. 

The Chairman : You may or may not? — We must make certain inquiries first. 
Our inquiries do not take long when we make advances against collateral security. 

Mould you give me a definition of banking as opposed to moneylending. What 
is the difference between the two? — Moneylending is a part of banking. 

I know. But what is that part of banking which makes it a bank? — Banking 
includes taking money on deposits and also lending it out. 

Moneylenders lend money out, but do not take deposits? — ^Mostly they do not 
take deposits, but I do not mean that they do not take deposits at all. 

Then the real difference is that in ordinary banking you take deposits from any- 
body, but the moneylender, who occasionally takes deposits, only does it when he happens 
to be in need of money. Otherwise ho will not accept deposits? — ^That is so. 

Then you have got several kinds of banking. Indigenous banker is a very wide 
term. It covers so many things. You have got a moneylender who docs not deal in 
deposits. You have got a moneylender who deals to a certain extent in deposits. The 

true bank is that of which most of the business is taking deposits. Do you know of any 

banker who works on the cheque system? — I think there is one case at least which 
I know* of. Messrs. Bhagwan Dass & Co. of Dehra Dun work on the cheque system. 

Do you know of any other? — T do not know of any other in this province, but 
there are some in Bengal. 

I know two or three myself, but there are not many. I just wanted to make sure 
whether there are private banks of this personal type which correspond with the English 
private bankers of the old type; in other words the father of the banking system. Wr 

have got at present half a dozen of this kind. What do you t hink of the possibility of 

their growing in number ?->Personally I think that if banking is to be developed in 
the right direction, it would be through the growth of the joint-etock banks. 

Mb. Mohan L.u> Bulqkabd. 
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1 quite agree. What happened in England was that they started with' private 
banks and then they delevoped. — (Witness) In this country private banks are being 
displaced by the joint-stock banks. I know that such bankers had very good credit at 
one time but they are disappearing. 1 know of a very good banking firm in Muzaffar- 
])ur. They were doing very well and had a branch in Calcutta. They were worth a 
crore of rupees. They were also big landholders. They possessed landed property with 
an income of about three lakhs. But ultimately on account of mismanagement they 
had to close down Iheir banking business and their estate had to be taken over by the 
Court of Wards. 

Supposing we liave got to the point (bat development is not going to be rapid, 
would not these private banks form an intermediary step of some value doing the 
whole of the joint-stock bank business? — think private banks will be more or less a 
one man’s sho'w and as such 1 do not think they will succeed unless, of course, some 
special legislation is passed which would govern them as much as it at present does with 
regard to the management of joint-stock banks. 

To come io English examples. I am not thinking of the old ones, I am thinking 
t)f the modern times. — (Witness!) They are all being amalgamated now. 

The amalgamation only took place three or four years ago. — (TEtfncA’sJ F think, 
so far as my knowledge goes, during the last 20 years the tendency has always been 
even among joint-stock banks Io amalgamate between themselves. 

Amalgamation all round? — ^Yes. 

But my point is that wc Lave not got to the pitch where the joint -stock banks are 
increasing m numbers definiUdy and rapidly. Could we not meanwhile get on with 
private banks? Would it not be better than the mere moneylender? — ^Well, they would 
1)0 better if they aie already there. Perhaps you are thinking of creating them? 

No, I am not thinking of creating them. These three bankers arc all indigenous 
bankers in the sense used here, who have taken to western methods on private lines. — 
( Witness) 1 know in connection with Bhagwan Das that even they are trying to register 
thcinsclvos a.s a joint-stock company. They then would be the same as joint-stock banks. 

Exacily. T am oiil> thinking of the possibility, so to speak, of these people moving 
a bit quicker. Wbelbcr wc could not get on by putting together a few more of these 
private bankers unlii the time comes, when they could register themselves. — (Witness) 
My own opinion is that it is more practical to develop the existing joint-stock banks than 
Io dcMjloj) ])rivai(' l»anks. Apart from my position in a joinl-slock bank, T feel that unless 
I he whole Hung is run on a systematic basis, and unless there is a systematic check over 
the growth of tile institutions and also of the management Hierc can bo no development. 

You will want all sorts of checks, of course. — (Witness) You cannot have them 
when it is a one inan’s show', w^hich .these private institutions practically are. 

Exactly. T can sec you are one of the many jH'ople who want to cut corners. I 
have a deadly terror of going too fast. 

liai Bahadur Pandit G. S, Ufiadkya : In this connection 1 w'ould draw' your atten- 
tion to yonr note under “Indigenous hanking” where you say Dial ‘‘the small money- 
lender in the villages who often combines banking with business in the necessaries of life, 
rtz., cloth, grain, etc. This class of banker is indispensable in every village as he 
lends n^oney to the village cultivator in the shape of grain and clotli — on terms which on 
calculation are very usurious. His existence, therefore, is not desirable and he must 
be replaced by cO'Operntl^e societies Avorking on the same principles but offering more 
reasonable terms of interest ” Your objection, T lake .it, is against a one man’s show? — 
Yes. 

The Chairman : Supposing these monej^lendera in the villages were formed into a 
co-operative society of their owm, then you will let them exist? — Yes. 

Jiai Bahadur Pandit G. *9. Upadhya : Your objection is only on account of the 
usury, but their cxistcuco i>' indispensable and they are doing very useful work and 
iherefore fliey require these organisations? — Yes. 

It may be on co-operative lines or on any lines which will bring them into line 
with the modern methods, that is to say, they must not charge a high rate of interest? — 
The co-operative societies should be able to arrange the sale of produce on behalf of the 
Mb. Mohan Tiai, Btjlohand. 
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you are dom^^ it here, but in Bengal the 


co- 


buUivators. T do not know whether 

operative societies are helping the jute "cultivators to "self a paVt ofVeTr pr^uce. 

The Chairman : They do all sorts of things in Bengal. You have practically got 
a land mortgage bank m every district. They call it a land office. 


iPxi. Muherjee : You think that the association of moneylenders might 

work both as moneylenders as well as a marketing association They are already doing 
jt. The village moneylender is both the modi and banker. He makes it a condition 
that the cultivator sells his produce at four annas or eight annas less than the market 
rate at the time. So he makes a profit here. He makes a profit on the goods he sells 
and he charges sawai^ that is 25 per cent, on the money he lends. 

You suggest that you want a private banker with indigenous methods?— In view 
of the fact that m Bengal they have some such system, I suggest that the email 
agriculturists should be financed by the co-operative societies who should also help them 
to sell the produce. They take the produce, so to say, on account from the cultivator, sell 
It on his account and charge a small commission and pay him the proceeds. 

You think that such a line of organisation is much more desirable than an association 
of moneylenders?—! think so. The co-operative movement is sufficiently under control; 
you can exercise control better by extending iihese co-operative societies than starting a 
new body altogether. 


The Chairman : Then wo come to another point. As matfers are at present, the 
available capital for agricultural credit is in the hands of a very largo number of little 
village banias all over the country, each with an average capital of Bs. 1,000 or so, 
and the result is that when a series of bad years come his credit dries up. He lias lent 

cut the money he has got, but he has not been repaid anything and the result is that 

he has been simply w’iped out altogether for the time being. lie has got no more money 
to lend. That is very unfortunate for the agriculturist, but it is also equally unfortunate 
t'or the moneylender who in that condition is just as badly off as his own debtor. In 
other words all your capital is broken up in little parcels all over the conntry. If you 
have some sort of amalgamation — ^you yourself have been laying stress on amalgamation 
—a lot of that difficulty will be all done away with, as you will have it all in one 

big pool. As you know a big pool w’aters a great deal more land than a lot of little 

puddles.— (Witness) : is that practicable? I myself feel that it is not possible to make 
a combination of all the small moneylenders all over India. 

Well, we had a perfectly good scheme worked out the other day. 

Rai Bahadur Pandit G. S. Upadhya : Just the one you say you are in favour i.f, 
the one which is run on co-operative lines. 

The Witness ; Yes. Well, the idea is there. If you can achieve it better by 
certain means than by others, you should try such means. 

The Chairman : I do not mean to say that I am wedded to it. I have to explore 
possibilities. 

Rai Bahadur Bahu Mohan Lai : How do you combine these moneylenders of 
4iffercnt places in one pool? — ^Now the co-operative movement is doing that. They have 
got village societies, they have district banks and they have got provincial banks, although, 
not here but they have them in Bengal and Bihar. 

The Chairman : I may say, for the information of mjr friend on the right, that 
3n another province the sahukars (and a sahukar is something bigger than the village 
bania)i were willing to make a pool and they were willing to limit themselves to a 
particular rata of interest. They knew that by combination they would be strouger 
than they were before and so long as they themselves were assured of reasonably cheap 
credit, they would pass it on to other people. They would lend at 9 per cent., if money 
was lent to them at 6 or 7. 


The Witness ; This sort of thing was discussed with me by a gentleman in 
Bbagalpnr. He was a member of the Bihar and Orissa committee. He said that if 
they were given some extra facilities for realizing their money from the debtors, they 
would reduce their interest on advances. 

The Chairman : Of course, that is another point that has been made. But I do 
not want to complicate the sitnation too much. 

Ms 'Moeaa Lal Bulchand. 
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Rat Bahadur Pandit G, S, Upadhya ; Coming to the land mortgage section yoti 
think that the existing Act is sufficient to give the relief required and you would not have 
a lana mortgage bank for the za^ntndars? — ^Yes. 

That is your idea, because thereby they would become more spendthrift? — ^Yes. 

You know jihat in the case of co-operative societies and institutes, the loan is 
controlled? — That is all right, but he gets a loan all right whether he needs it or not. 

No, that is not the case with the co-operative institutions. Loans are advanced to 

him according to his needs — (Witness) This particular institution whch I referred to 

and which was referred to in the questionnaire here, namely, the Jhang Co-operative 
Mortgage Bank, does it advance only when it is satisfied? 

Yes, not otherwise So you think if there be a land mortgage bank run on co- 
operative lines, where everything would be controlled, it would serve the purpose perhaps 

better? — ^Yes. 

And if the existing Acts were sufficient for the purpose, possibly the zamindars 
would not have proved so spndthrift — and they have already incurred debt up to the 
neck — so you want something which is beyond the existing legislation to improve their 
rendition? — Yes. But you cannot check them from getting into debt. 

Dr. Radhakamal Mnkerjee : You know that in ibis province the zamindar is far 

different from the zamindar in Bengal. He may be a very small cultivator proprietor 

and he may not be as spendthrift as a zamindar in Bengal. — (Witness) 1 am afraid 
that makes very little difference in that respect. I might explain to you that the 
zamindar — ^with apologies to any zamindars who may be here — is a gentleman who is 
very indolent and hardly ever cares how he spends his money. That is the tendency 
of a zamindar all over India. 

Here he is the actual tiller of the soil. — (Witness) Here he might not be so bad 
as he is in Bengal. 

The Chairman : There is one other point. The Benares Bank is a joint-stock bank. 
It is one of the very few in the province. Could you send me a copy of your balance- 
sheet ? — Yes. 

I just want to see it. I know three or four banks of this kind, one of which 

is at Naini Tal. — (Witness) The Allahabad Bank is a big institution, a century old. The 

Punjab National Bank has branches here, and next to that comes the Benares Bank in 
this province; and there is the Ajodhya Bank in Fyzabad which is a small institution 

Dr. Radhakamal Mnkerjee : Do you lend to kharkhanadars in Benares? — No, they 
generally take their finance from big dealers in silk goods. 

Do you include any industrial banking in your activities? — No, all these people 
are financed by dealers in silk goods. They advance them money and they take work 
from them. 

Rai Bahadur Bahu Mohan Lai : Do you advance to the dealers? — Yes. 

The Chairman: Yours is mostly commercial lending? — Yes. 

Rai Bahadur Pandit G, S. Upadhya : In your written evidence you say, “to ensure 
the popularity of the debentures the same should rank as trustee security and the 
Imperial Bank or any other State bank should be prepared to advance 90 per cent, of the 
issue price, of these debentures.” Evidently you mean it will be 90 per cent, of the 
issue price, but that the issue price depends upon the conditions of the money-market? — 
Of course. 

It is the price at which they are issued. Supposing you issued them at 90, you 
get 90 per cent, of that? — ^If they are issued at 90, the advance will be 90 per cent, of *90. 

(The Chairman thanked the witness, who withdrew). 


Mb. Mobab Lal Buloeand. 
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The UNAO COMMERCIAL BANK, Ltd., Unao. 


Replies to the questionnaire* 


I. — Agricultural credit and credit facilities. 

Part A. — Agricultural borrowing for purposes of production. 

Question 1. — The agriculturist borrows from Government and co-operative societies, 
but mainly from village moneylenders. 

The jjurposes for which he borrows and the proportion of the debt distributed among 
such purposes are given below : — 

(i) Repayment of earlier debt'-' 

(ii) Payment of accumulated inteio^^t 

(iii) Marriage and other social functions 

(iv) Famine and other kinds of distress 

(v) Payment of land revenue or rent ... ... 60 per Cent. 

(vi) Seed ... ... ... ... ... ^ 

(vii) Manure 

(viii) Expenses of cultivation 

(ix) Subsistence 

About 75 per cent, of the debt is advanced by village moneylenders and the rest 

by other agencies. About 90 per cent, is advanced in cash, the rest in grain. Almost 
all the debt is for a long period. 

Question 2. — ^For cash loans, village moneylenders charge 37J per cent, and some- 
times 75 per cent, on petty loans, but Ihe general prevailing rate is 24 per cent, on un- 
secured debts. For loans in kind for seed and for other loans in kind they charge 50 
per cent, and even sometimes 26 per cent. 

Interest is deducted from the payment made and any excess sum is then carried 
to the principal. 

The rate of interest charged by village moneylenders is certainly exorbitant. 

Question 3. — Only personal security is given and accepted in the case of borrowing 
for agricultural purposes. 

It is correct to say that the better the title to land the greater the amount of 
indebtedness. 

Petty landlords and tenants are practically on the same level; both are badly 
indebted. 

The amount of debt secured on land morfgage is increasing. 

Question 4. — The usual method of enforcing payment of debt from agriculturihts is 
by suit. 

Question 5. — ^The cultivator docs not take full advantage of the facilities provided 
by Ihc ^griculturlsts Loans Acl or the Land Improvement Act because the pafwari and 
the other agencies through whom he has to work do not help liim rightly, and because 
he suffers much at the hands of the authorities in realising the taqavi and more so rn 
account of the joint liability. 

Generally a cultivator borrows more taqavi under pressing necessity in abnormal 
than in ordinary years. 

The pattvari\^ powers in a matter of advancing taqavi should be curtailed, and the 
joint liability should only be enforced when there is no chance of realising the loan from 
the original debtor. 

Question 6.— The combination together of cultivators to produce particular crops is 
desirable, but until co-operation is liked by the cultivators themselves it is rather 
impracticable. 

Unao Comubroial Bank. 



( lor ) 


Question 7. — The present system of agricnltnral borrowing is certainly defaotite. 
The Legislature can cure the defect by prohibiting interest in excess of 24 per cent, per 
annum, as also by discontinuing the doing of money lending business by those who do not 
keep a regular account thereof. 

Part B. — Agricultural borrowing for yur'poses of marketing. 

Question 1. — The crops are brought to the market on bullock-carts mainly by the 
cultivators themselves, but sometimes by the petty grain dealers. 

Question 2. — Money to finance the marketing of crops is obtained from grain 
merchants. There is a co-operative bank in our district, but it does not assist very much in 
the marketing of crops, nor do I think that it should. 

Question 3. — Ordinarily, the cultivator pays at the following rate to — 
the arhatiUj 3 pies per rupee as arhat. 
the dalaly 4 annas as dalali, 

the beopari, Gola weight, i.e., in every 6 seers he has to give 3 chailaks of grain 
extra and 5 seers per cartload as incidental charge, and \ seer per maund as karda and 
4 annas per cart as weighing dues. 

There are other incidental charges, for example, dharmada (charitable contribution). 

Question 4. — The cultivators in the district arc extremely poor and have barely any 
grain to store, but whenever they do, .they do so in pits specially meant for the purpose. 

There is practically no grain market here. — ^the main market is at Cawnpore 

Question 7. — Combination of cultivators to market particular crops may be desirable 
but it is not practicable. 

Part G. — Extent and nature of agricultural indebtedness^ 

Question 2. — The principal creditors of the agriculturists are professional money- 
lenders. 

The richer agriculturist very rarely lends to the poorer. 

About 76 per cent. Qf iho loans are advanced by village moneylenders and the 
rest bj^ other agencies. 

Part D. — Credit faciUties in respect of agricultural production and maikcthuj. 

Question 1. — Very little shaie is taken by agcncicn other than professional money- 
lenders in providing agriculiurnl credit in respect of crop production. 

Credit facilities may be increased by givipg taqavi loans on a grand seali^ 

The defect in the existing system of agricultural credit is that very exorbitant rates 
of interest arc charged, and the village moneylenders, taking advantage of the illiteracy 
of the debtors often taken what is not due from them. 

Question 2. — ^Very little part is played by agencies other than the grain merchant in 
respect of the marketing of crops. 

The existing facilities are not adequate. Government can help much by advancing 
loans at a low rate of interest. 

There are defects in the existing system of agricultural credit. The village money- 
lenders cause much havoc by cliarging exorbitaut rates of interest and by realising more 
than their dues. Legislation can help by disallowing the carrying on of ti)c moncylcnding 
})URiness without keeping a regular account thereof. 

Question 3. — There is no co-ordination among the various credit agencies. There 
is scope for improvement in this direction. 

Question 5. — An estimate of the total amount of capital required for agricultural 
finance can be made on the basis of revenue. In my opinion double the amount of revenue 
can do much to alleviate the necessities of the argiculturists in our district. 

Part E. — Land mortgage banks. 

Questions 1 and 2. — Almost all the loans are for a period of over si.\ luoiiths, 
and the period of payment generally extends to a year or two; but loans for longer periods 
are rarely obtainable except by the zamindar on the mortgage of immovable property. 

Question 3. — ^Non- transferability in the case of tenants acts as an impediment to 
long-term credit and increases the rate of interest. 

Unao Commkroial Bank. 
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Question 4. — ^The occupancy right is non-transferable and hence no loans are advanced 
ea its security. The law can help by making the occupancy right transferable. 

Question 6 — think the establishment of a land mortgage bank would solve the 
problem of long-term advances in this province. 

Question 6. — There should be only one such bank. 

The land mortgage bhnks should have a share capital of their own. 

The share capital should be available for subscription to the public at large. 

If the share capital is not taken up by the public, Government should undertake the 
obligation of subscribing the balance. 

The management of the bank should be in keeping with the system on which the 
foreign land mortgage banks are run. 

The maximum period of the loans advanced by a land mortgage bank should be 
20 years, and the margin between the amount of loans and the value of mortgage 25 per cent. 

Debentures should carry a Government guarantee. 

If debentures are not taken up by the public within a certain time. Government 
should take up the balance. The Government can have a first charge on tne assets of the 
bank. 

Certificates of encumbrances should be issued free of charge; if not, at a rate of one- 
fourth of the present charge. 

The stamp duty and registration charges should be abolished, or a reduction to the 
extent of one- fourth should be made. 

Notification of proposed mortgages would not do, because a mere mortgage cannot 
vest a j)roprietary title in the mortgagor, if there is none. 

Q’lic period of six months allowed under the law in case of foreclosure and sale may 
i e reduced to two months, and the court-fees, both in suit, of sale and toreclosure, should 
be equalized and at tlic same time be reduced to half of the present charges. 

Provincial land mortgage banks should not be co-ordinated under an ull-Tndia central 
institution. 

Question 7. — The value of land can be fixed at twenty times the actual profits of 
the land. 

The value of land per acre differs according to the crop grown on it. 

The factors affecting such value are nature of irrigation facilities, the quality of the 
soil, and the distance of the land from the village sites. 

If land is sold by private negotiation it fetches the highest price; if a oale is obtained 
on a court decree, the piiee is certainly higher lhan on a sale oblamed by the Government 
for non-payment of revenue. The cause of difference is that a suitable purchaser, on account 
of very nipagre circulation of the notification of the sale, is not forthcoming. 

The proportion of ihe annual net yield of average quality land to its market value 
under normal conditions is 5 per cent. 


DnAO CollltlS&OlAL Banil 
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Messns. DURGA SAH, MOHAN LAL SAH, Bankens« Ranikhet, 
Almova and Naini Tal and LALA DURGA BISHEN LAL SAH, 
Bankers, Gonda and Bahraioh. 


Replies to the questionnaire. 


Introductory. 

Our two firius a.re the ollshoots of one and the same firm, viz., L Dnrgji 
Bishen Lai Sah. Our banking operations aro conduded in Ranikhet, Almora, Naini Tal, 
Gonda and Bahraich. Besides banking we aro the Government treasurers of Almora, 
Gonda and Bahraich districts. Our spare funds arc invested generally in landed and house 
property. 

2. — Our w’ork is conducted on modern European lines, i.e., we receive money in 
current account for which we issue pass books and cheque books on savings bank and 
fixed deposits. We are, therefore, in daily touch with tho Imperial Bank of India and 
other jnint*stock banks. Our position is, therefore, peculiar and does not resemble that 
of the other indigenous bankers. 

3. — ^We have not attempted to answer all the questions raised in the questionnaire, 
but have to make the following representations wuth regard to the questions in which 
we are interested, either as having to deal with those matters* in the course of out 
daily business or as observers of the difficulties of our clients, and those with whom 
wo come daily in touch. 

4. — ^In the following memorandum mention has been made of the relations between 
the indigenous bankers and joint-stock banks, and the Imperial Bank d India. We 
feel it desirable to mention here that the Lucknow branch of the Imperial Bnnk of India 
has accorded much betFer facilities to both of our firms than other banks. 


I. — Agricultural credit and credit pacilitibb. 

Part D. — Credit facilities in respect of aqncuUural production and marketing. 

Question 1. — ^In the districts of Gonda and Bahraich the agriculturist is a 
tenant of either zamindars or taluqdars. They receive lands from them on rent. The 
Government advances taqavi only at the time of distress. The Imperial Bank of India 
has no branch in any of these districts except at Naini Tal, and no facilities are available 
from this institution there. Moreover, the bank does not advance money to agriculturists. 
Professional moneylenders are mostly Brahmans, Thakurs, Kalwars and persons of other 
castes, e.g., mostly Kurmis and Ahirs help the cultivators at various times of the year 
when they are in need. There is no class of village mahajans as found in the western 
districts of the province. The co-operative societies also advance money where thev exist. 
Other indigenous bankers and grain dealers do not advance money to this class of people 
as they have no credit. The land belongs to the landlord and a tenant as such has no 
right over the land except a half-tenure and that, too, for his personal cultivation. The 
other property which they have is mostly agricultural implements which cannot be 
attached and sold when a tenant fails to repay the debt. This property is not worth 
much.^ Some zamindars also advance money to their tenants at a very high rate of interest 
and that only when he is satisfied that the tenant is under his thumb. 

In the districts of Almora and Naini Tal conditions differ in the hillv portions and 
in the Bhabar and Tarai. In the former the agriculturist does not generally borrow 
for purposes of production. The little he borrows he does from prosperous agriculturists 
who are village moneylenders and sometimes shop-keepers as well. 

Messrs. Burga Pau, Mohan TjAL FIah and Lala Bubga Bishen Tjal Sah. 
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Id the Bhabar and Tarai the agriculturist lonrows from Padhans, Banjaras and 
dealeis in grain. In Bamnagar and Kasbipur tahsils tbe dealers in grain advance 
money direct to the argienlturist, wliile in other aieiis they ad%auce to Banjaras and other 
dnanciera of agriculturists. There are about one hundred and hfiy co-operative primary 
societies but their oporatioris are restricted mostly in areas occupied by 'ClmruB and 
Boksas. ... 

Taqavi is distributed in tlic Tarai in nornml as well as .abnormal ye.y8 but it is 
not availed of except when other agencies fail to give credit. In the bills it is distriboted 
only in abnormal years but peopleMiavo not a keen desire io borrow it. 

Credit facilities ai>pear io he adecjiiate, bui they are evorywiicre costly except 
in hilly portions where tbe rate of iniere.^t is 121 per cent. The leuantry being very poor 
always live from hand to mouth. We think that if eo-nperalive societies are hotter 
organised and extended they will help much to meet the deniands of potir agriculturists. 

The following defects arc noticeable in ctmnection with the present system 
of agricultural ^anoej: — 

(t) Where tho zamindar or the Padban (as in tbe Tarai) is the fjnancicr of agriciib 
tnrisis, be luis n. supreme, band evn (he tenants, and generally lakes hrr^nr 
and charges high latcs of interest ranging from 26 to 60 per cent. 

(ii) In addition (o interest the agriciilfurist ha<3 to give i>art of hia produce ua 
well as has to soil grain at a lower rafe than the market one, c.f/., in 
^onda and Buhraich the system of oop prevails under which an agricul- 
turist has to give about 4 seers of maize corn or IJ- seers of linseed for 
every rupee borrowed in addition to interest which is remitted for one 
month only; for other months he has to pay Be. O-O-G per month per 
rupee as interest. In Tar.ai portions of the Naini Tal district the cultivator 
has to sell grain at a rate ^ scer lower than tho market rales. Tn Haldwani 
tahsil the Banjaras weigh grain by means of a wooden vessel called nalx 
which has a capacity of 2i seers but tho thus measured is calculated at 2 
seers. In some parts they carry their own weights which are 1R chhataks 
to a seerf and the law is not able to check them. 

(iii) Very few co-operative societies have been introduced so that the tenants 

cannot take fall advantage of them, and the tenantry being illiterate does 
not understand the benefits of the system. The co-operative societies do 
not assist tlje cultivator in disposing oflf their produce. 

(iv) TEere is no co-ordination between the financiers of agriculturists and the 

various credit agencies in the country so that in tbe case of necessity the 
persons engaged in providing credit have to fall back upon their brother 
moneylenders who charge them high rates of interest. The chain between 
the various credit agencies does not exist in same parts, and where it does 
exist it is irregular and incomplete. 

We have to make tbe following suggestions with a view to remove the abpve 

mentioned defects : — 

(i) Ihorease of co-operative banks to advance to cultivators at a cheap rate 

of interest. 

(ii) Extension of education among the cultivators. 

(iii) Extension of licensed warehouse system with a view to enabling the culti- 

vator or a grain dealer to get credit on the security of his crops. 

(iv) Making the general pric^ of money cheap by co-ordination between various 

credit agencies extending from the currency controlling authorities down 
to the present financiers of agriculturists. 

Question fi. — part is played by the financiers of agriculturists in marketing 
the produce of the cultivators in 0onda and Bahraich districts and in the hilly portions of 
BTaini Tal and Almora districts, hut in Tarai portions of tbe Naini Tal district the 
Banjaras and grain dealers move the crops from the village to the mandu 

In (londa and Bahraich districts grain is bronght from a village to mandi by 
cartxneUt who have mostly their own capital and sell at a little profit to the grain# mer- 
chants^ Sometimes they take the grain at credit from the agricnlturists, whom they pay 
off on their next visit to the village. They have to pay the following charges at the 
mandi^l seer per bag dhalta (or shortage), 10 seers per cartload for expenses of the 
mafta (of which 2 seers goes to the tahqdar to whom the mandi belongs, 2} seers to the 
BpBGA Ba^i, ^ ow ^ Sait aub IiaiiA Ptooa Im $ 8ah, 
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weigbzuan and tlie retit to the grain dealer) » 2 deers per cartload to yalladam or coolies^ 2 
seers per cartload for charitable purposes, yaushalat tv^o patshalas and ausha- 

dhalaya (dispensary), and annas 4 per cartload “p/iut” or a charge for paying in cash. 

The grain merchants store the grain and when they have accumulated enough 
grain they send it off to their principals or agents at Cawupore or Calcutta as the case 
may be. They geiierally reccivo demands from their principals at Calcutta or Cavvnpore 
and from other exporting firms and mills from whom they charge commission at rales vary- 
ing from As. 8 to lie. 1 per cent. Two systems of pinvJuisc b> exporting firms and mills 
are in vogue in tho mandis of Gonda and Babraich districts. T’hc iirst system is to 
purchase at the mandi direct from the carlinan, but through an arhUya or grain dealer. 
The purchaser gets all the deductions allowed by tbe seller after payment of various 
market dues, e,y„ dues paid to the zamindar^ coolies, weighmen and charity. Ju addition 
to these the purchaser has to pay arhat at the rates mentioned above. The second system 
is to make a direct purchase from tlie grain dealer at tbe prevailing mahajani rate which 
is about i seer lower than the rate at which the grain is purchased from the cartmen, 
e.gf., if the rate at which grain is purchased from the cartmen on a particular day is B 
seers, the mahajani rate will be BJ seers, but in this case no deductions are allowed 
except \ seer t>er bag for dhalla. The grain dealers save about As. 4. to As. 6 profit per 
cartload in this manner, in addition to any profit, which may accrue due to fluctuations of 
market rate. They also charge arhat according to the above mentioned rates. This 
system is more popular than the preceding one. The grain dealers use their own capital 
and when they are in need arrange credit from their arhii or principals in big centres 
at Cawnporc and Calcutta, on wdiom they issue hundis. 

In the hills pony wallas (who transport grain from villages to the market) are financed 
by grain dealers to a very limited extent. They are also financed by them in the Bhabar 
and Tarai and practically wholly in Banmagar tabsil. In. other tahsils in tbe Bhabar and 
Tarai the Banjaras finance the agriculturists. The grain dealers in towns are financed 
by town moneylenders and io small extent by joint-stock banks in Naini Tal town, and 
by the Allahabad Bank, Lid., Moradabad branch at Kashipur, against the security of 
crops. Potato and fruit are the only crops of the hills which are exported outside the 
distjici and trade in them is carried ou by the V. P. P. system. 

As regards foreign import trade, the retailers order them from their agents or 
arhtis at Calcutta, Bombay, Karaclii, Belhi and Cawnpore. This arhti allows the retail 
traders an advance and charges interest which ranges between 7J to 9 per cent, flmall 
cloth retailers in Naini Tal and Almora districts order goods from Kashipur cloth 
merchants, and they too finance them to some extent. 

The existing credit facilities in respect of marketing of crops are adequate, 
but Ihfc introduction of the licensed warehouse system will make it easy for those who 
stock grain in the hope of a rise in process to obtain more credit and for a longer period in 
t#rder to enable thorn to hold over their stock of grain which at present they have io 
sell rather early. 

(o) The defects in the present system of agricultural credit for marketing are that 
the cultivator is heavily indebted and thus has to sell grain at cheap rates. Most of 
his produce is sold for payment of his debts or rents or taken over by his creditors so 
that he has very little left to take to the market. He does not directly go to the 
market where he never feels at home, and therefore has to pay a number of middlemen's 
charges and consequently he does not realise the full price of his produce. He cannot 
afford to wait till the prices are established and does not know the prevailing rate at the 
market. In our opinion if co-operative societies vrere to assist the cultivator in making 
combinations for marketing their produce, the cultivators would be able to realize the full 
value of their produce. TSie societies could lend to cultivators some money to meet their 
current expenses before the produce is sold at malrket. Further, the making of money 
cheap by co-ordination as suggested above will enable the cultivator to sell grain at better 
prices, by making the rates more uniform at different times of the year. 

^ Question 3. — ^There is very little co-nrdination between the various credit 
agencies, I.e., the village moneylenders or zamindars who advance* mon^ to agrfculturists 
do not receive any help from other banks or bankers. The grain merchants who export 
grain to Calcutta or Ca.wnpore receive financial assistance from their principals. Banjaras 
and Fadhans receive some financial assistance from the grain dealers of towns in 
Naini Tal district^ and the Allahabad Bank, Ltd., Moradabad, lends to grain dealers at 
Kashipur against the security of grain. 

MBssns BtmoA Saw, Hok^k ij^Aii Saw anp Lapa PnitOA BlssaK lljAZi Saw^ 
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Better co-ordinatioa will be arrived at — 

(i) by introduction of the warehouse system by which a purchaser of grain will 
he able to obtain credit at cheap rates; 

(ii) by linking the present financiers of agriculturists and grain dealers with the 
indigenous bankers, the Imperial or the joint-stock banks and through 
then) with the currency controlling authorities. At present the chain is 
irregular and incomplete. What is required is that the chain between the 
currency controlling authorities and the agriculturists should be complete 
and this will reduce the general price of money. 


Par^ E, — Land mortgage banks. 

Question 1. — ^In Qnnda and Bahraich the undermentioned facilities exist for obtain- 
ing long-term credit, for : — 

(а) Landlords, There are big taluqdars in these districts and a few zamindars 

(big and small). Most of the taluqdaris are under the Court of Wards 
which arranges funds to meet the demands upon an estate under it from 
other Court of Wards. The landlords receive financial assistance from 
various agencies. They generally receive money in loans on bonds or 
mortgages of their property. The lenders usually do not press for payment 
so long as they see that the property can yield the amount of accrued in- 
terest and principal in full. 

(б) Tenants of various kinds. These receive small amounts on bonds, generally 

repayable within a year. As the tenantry is poor and carries no security 
for the loan, the moneylender realises the amount as soon as the term 
expires. 

In the hilly tracts of Naini Tal and Alraora districts the majority of landowners 
consists of peasant proprietors and they can obtain loans for long periods on the mort- 
gage of their holdings. Khaikars or occupancy tenants and ten ants -at-will cannot obtain 
long-term credit as their holdings are non-transferable. 

In the Bhabar and Tarai the majority of land belongs to the Government who lets 
village?, to Padhans. These Padhans cannot obtain long-term credit on account of the 
non -transferability of their tenure. There are, however, a few settled villages the owners 
of which can obtain long-term credit on the mortgage of the villages. 

Question 2. — Long-period loans are available on mortgage of landed and house 
property only. 

There are no difficulties in obtaining a loan on mortgage of property, as the 
lender has a chance to acquire the property mortgaged at one-third to two-thirds the 
price of land. The rates of interest are not high ranging from 6 to 12 per cent., but the 
real difficulty of the borrower is that money is borrowed to pay off small debts incurred k 
extravagances. The borrower never cares and is never able to pay off the principal oi 
even the interest. The result is that the land passes to the creditor. There is no system 
of payments by instalments as the lender desires the debts to accnmulate in order that th^ 
borrower might never be in a position to redeem it. 

Qustion 8 . — ^As the tenants have no transferable title to the land they cannot obtain 
long-term loans. ♦ 

Question 4 . — In the Gonda and Bahraich districts there are a few holders of haq 
adna rights, and their holding^ can be transferred, but their numbef ii limited. In 
the case of others occupancy rights do not serve as an adequate security for long-term 
or even short-term loans. 

Occupancy rights under the Kumaun land tenure are only heritable but not transfer- 
able, and as such all transfers of occupancy holdings are under the law void ab initio* 
A khaikar cannot ^et lon^-t^m or even short-term loans. 

In our opinion hhatkari land in Kumaun may be made transferable where a 
debt is contract^ for permanent improvement to land and is borrowed from a land mort- 
gage bank established under the law, but the hissedar or landholder may be given first 
right of pre-emption. In the Bhabar and Tarai the Padhans may be given the status of 
khaikars of the hills with transferable rights as suggested in the case of hill areas, but 
care miist be taken to see that the land they hold does not pass to the moneylenders 
Ifgssha. DrmoA Sah, iMii Sap anp Imh Buroa Btepnp Lap Sap 
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piwiit the condition in that they cannot obtain long-period loans, but with tha 
oonwsion of their holdings into transferable ones the dtkuger will be that they will 
borrow for unproductive purposes — ^generally to meet their extravaganoefih-and their lan^ 
will pass on to their creditors. 

Question d.—There is a great demand of such a land mortgage baoh in the Oonda 
and Bahraich districts. Money is badly required by the zamindttts to pay off their eiiat* 
ing debts which they have contracted on account of their extravagant habits, but in ou t 
opinion a land mortgage bank will not improve the condition of the tenants so long as 
their holdings are not made transferable. It is further necessary that the landlords should 
learn the habits of thrift and economy. 

In the bills there are very few big zamindars. These few require money to pay off 
their debts which they have contracted on account of their extravagances. Tea and orchid 
planters will require money for improvements to their land or for purchase of plant. 
These few persons may be advaced from a land mortgage bank if established at a closer 
district like Bareilly or Moradabad. Padhans in the Tarai and ]^abax are mostly tenant8> 
of the Government. The owners of a very few settled villages can be accommodated* 

by the abovementioned land mortgage bank. If, on^ the other hand, tenancy rules are 

changed as suggested above we thihk that it will be necessary to"" have a land mortgage' 
bank for the two districts which will be of great assistance to the agriculturists. 

« Question 6. — land mortgage bank if established should be run on the following 
lines : — 

We would recommend the establishment of two banks — one for big land -owners 
and the other for tenants and small landowners — at places where there would be sufficient 
scope for two banks. An agriculturist would find it difficult to obtain long-term loans 
from the bank as the big landlords will always derive, the benefit of the system and 
deprive the smaller agriculturists. In Gouda and Bahraich districts there are very few 
small landowners. Whilst in Almora and Naini Tal districts there are very few 
big landowners. Separate banks for small agriculturists and small landowners and 
for big landlords would not, therefore, be suitable in these four districts, as them would 

not be scope for such separate banks. A fixed percentage of the working capital in 

Gonda and Bahraich districts should be reserved for loans to smaller landowners and 
tenants on the bank might have two departments — one confining its business to smller 
landholders and tenants and the other to landlords. 

Where two banks are established the working connection between the two must 
be such that one bank might be able to utilize the spare funds of the other for short 
periods. The two banks must be interdependent and a limit should be fixed for the 
nature of transactions carried out by them. The transactions of the one should begin 
where those of the other end. This will save unnecessary competition and will also save 
trouble to borrowers. 

The land mortgage banks should have their own share capital. Government 
should guarantee a minimum dividend for a certain period. The amount of share capita! 
should depend upon the needs of a locality. 

The share capital should be available to every person who cares to subscribe, with 
preference to agriculturists. 

Government should undertake the obligation of subscribing the. balance of unsold 
shares, but such shares should be sold before other shares are allowed to be transferred. 

The management should be in the hands of officers trained by the Government 
which should ex^cise a general supervision over the working of the banks. The directors 
should he elected by those share-holders only who belong to the agricultural classes 
either as landlords or tenants, but a minimum representation should be secured for the 
tenantry and smaller landholders in cases of a joint hauk, Two experts, one in banking 
j»nd fl^ other a local experienced man, should be nominated by the Government to the 
Board of Dirctors. Audit and general supervision should be exercised by a special 
officer apopinted for the purpose. The shareholders should have a right to vote on the 
following scale : — 

B)oIders of 1 to 5 shares . . . . . . • . 1 vote. 

„ eto 21 „ .. .. 2 votes. 

21 to 100 ,, •• •• »• ...If, 

,, above 10| «* •• •• •• 

The maximum period for whioh loans are sdlowed hr the land mortgage 
should not exceed 25 years in the case of eamindtirs and SO to 05 years for tenant air 
the resources of the latter are few as ocmpared to those of ihe^ former. A of- 

MassBs 1>UB0A dare, Mmm Ijau Sm and Xiai<a BtnmA Bxsbsm Lad Bas. 
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^ per between the value of the land and the amount of the loans will be suitable. 
Pliymefit by ^nnual or half-yearly instalments should be insisted upon by the land 
mortgage,' banks. 

^ The working capital of^ the land mortgage banks should consist of (i) share 

capital, (ii) debentures on which interest at 1 per cent, above the Imperial Bank of 
India fixed deposit rate may be allowed, and (iii) in case of necessity funds may be 
borrowed from a central provincial and land mortgage bank. Such loans must be 
repaid within a fixed period. 

Government should guarantee both interest and principal of these debentures. We 

think that people will not take up the debentures unless they are granted by Gov- 

ernment. 

Government should take up all unsold debentures, but such debentures must be sold 
before other debentures are allowed to be transferred. 

Th debentures should rank as trustee securities as with Government guarantee 

they will be as good as government securities, ind they should be classed as those 
securities in which the Imperial Bank of India and the currency authorities can invest 
their spare funds. 

The"' Government should safeguard itself against loss by getting the accounts of the 
land mortgage banks checked and audited and by exercise of general supervision. All 
mortgages should be assigned to Government as trustee for debenture holders. 
They should also check the valuation of all properties to be mortgage. 

The following special arrangements in favour of land mortgage banks are suggest- 
ed : — 

(i) Free issue of certificates of encumbrances by Registration offices. In case 
it is objected to, they may be issued free at least for years from the 
date" of its establishment and after that at a nominal charge. 

(ii) Abolition of stamp duty, registration charges and court-fees for the first five 

years and after that reduction of these charges in case the total abolition 
is not favoured. 

(iii) Notification of the proposed mortgage by publication in local papers will help 

to avoid counter-claims and disputes, but this will not be liked by the 

borrowers as being derogatory to their respect. 

(iv) With a view to simplifying the process of foreclosure and sale in the event 

N of non-payment it is suggested .that the bank should lend only on the 

following methods : — 

(a) English mortgage; 

(h) usufructary mortgage, or 
(c) mortgage by conditional sale, 

but the property should be leased out to the borrower on condition of paying 
a certain sum towards capital and interest. On failure to pay instalments 
for three consecutive years the bank will take possession of the property 
leasing it out to any other party or managing it in any other way it thinks 
desirable. The nett amount recovered in this way will be credited to the 
payment of interest and capital which, when paid in full, the land will be 
returned to the borrower. This will make it possible for the bank to fore- 
close without having recourse to regular law suits in civil courts where 
much difficulty and delay is experienced and costs of litigation are heavy, 
and it will not be necessary to disturb the existing law. 

(v) The bank should have powers of foreclosure, sale and to manage defaulting 
estates in the event of non-payment of instalments without having re- 
course to a court of law as is done in the case of arbitration proceedings in 
co-operative societies, but this provision will not be used to a j^eat extent 
if the bank advances on the methods suggested above and the instalments 

are made easy. ^ a n t j- 

The provinicial land mortgage banks should be co-ordinated under an all-India 
institution, but this institution should be only an association of experts and directors to 
guide and help the working of the land mortgage banks and not a ban^:. Its meetings 
should be presided over by the Finance Memlw of the Government of India and attended 
hy Sectors of land mortgage banks, government officials controlling the land mortgage 
banks^ and representatives dt the proposed Reserve Bank or the currency controlling 
authority, and the Imperial Bank of India. The chief functions of the institution should 

Mbssrs. IltnsoA Sah, Mohan IiAn Sah and Ijaua Buroa Bisbcen I/al Sah. 
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i>e to devise measures for co-ordination between tbe varions land mortgage banks and 
io discnss the difficulties of each other. 

Question 7, — In the Naini Tal and Almora districts value of land is calculated 
on the basis of a percentage of the revenue paid. Value of land does not differ 
•according to the crops sown, but lands which are irrigated fetch more value than un* 
irrigated ones, and tbe land occupied by khaikars (occupany tenants) fetches very little 
price. The value in the hills depends more on the area available for sale and pros- 
pective purchasers rather than on the productivity of the soil. 

There is a big difference in the price obtained by private negotiations and that 
obtained by sale in auction. But if proper publicity is given and the land is sold near 
the spot, it would fetch more price in an auction sale than it does in a sale by private 
•negotiation. 

In the Gonda and Bahraich districts Government values land at 20 times the 
land revenue but the prices are much higher. The public calculates price at a certain 
percentage of the profits. 

There are three kinds of land in these districts — 

(i) Goind — This land is considered to be the most valuable as it is close to the 

village ahadi and therefore can be watched properly and with less expense 
and being very close to the dhadi is well manured. 

(ii) Manjhar — is the land which yields valuable crops and is in low land. 

(iii) Palo — is the land where only one crop is reaped. The main cause is that 

the land being on a higher level cannot be irrigated. Most of the pah 
land in these districts is in Balrampur and Nanpara estates. 

The productive power of the land is the main factor in the variation in prices 
-of land, 

There are differences in prices obtained in a sale on a court decree and those 
by private negotiation. It is mainly due to the people of the locality not knowing what 

land is to be auctioned and also to paucity of bidders, the sale being held at head- 

quarters. The publicity of notices of sale is not very wide. If sold in small lots it 
would fetch more price. In private negotiation better prices are obtained. Tbe purchaser 
being from the locality and well acquainted with the land or the land being very dose 
to his own, offers better prices than a stranger would do. 

One kachcha bigha of goind land yielding about four maunds of wheat (market 
price Bs. 20) would fetch up to Bs. 150 near Gonda, Balrampur and Bahraich towns, 
and up to Bs. 100 in the interior. One kachcha bigha of manjhar land yielding three 

mannds of wheat (market price Bs. 15) would fetch up to Bs. 75. One kachcha bigha 

of palo land yielding 2 maunds of wheat (market price Bs. 10) v^^ould fetch up to 
Be. 40. 

It should be noted in this connection that all land around towns is classed as 

'noind. 


Part J, — Internal remittance and negotiable insinmtents. 

Question 1. — ^In all the four districts the banking firms cash outstation cheques 
'for their customers and issue drafts on their correspondent banks at important trade 
centres. Grain dealers hold hundis which they receive from persons to whom they sell 
goods, and they issue hundis on their arhatis and principals at important trade centres 
like Calcutta, Cawnpore, Delhi and Bombay. These hundis are sold in the open market 
and purchased by importers of goods who require funds to be despatched to important 
^rade centres mentioned above. They are sold and purchased at rates varying from 0-1-6 
)>er cent, premium to As. 4 per cent, discount in Gonda and Bahraich districts, and As. 2 
per centf discount to As. 1 per cent, premium, which is very seldom, in Haldwani, Bam* 
nagar and Kashipur in Kaini Tal districts. 

It is said that the joint-stock banks can get their funds transferred through the 
Imiperial Bank of India at As. 5 per thousand, but this facility is not extended to 
indigenous bankers who have to pay the ordinary rates for issue of supply bills. 

Supply bills are issued by treasuries and their operations are mentioned bakrw. 

Telegraphic transfers are* made bv the Imperial Bank of India, joint-stock banka 
and by the treasuries. A charge of Bs. 9 is made for telegraphic charges aboye the ordinary 
charges. 

%Ibssrs. Duroa Sah, Mohan Lap Sah and liADA 3>tmoA Bishin Imd Sah, 
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4eleet9 in the ptesent system 

(i) The pftyhig banks generally return cheques and drafts endorsed in temaoalar 

with the remark that the endorsement requires guarantee from a persons 
well-known to the bank or identification by a first class magistrate, the 
result of which is that the holder has to sell drafts to another trader or 
banker, who has an account with a joint-stock bank, at a discount. 

(ii) Difficulties in obtaining supply bills as stated in connection with the questions’ 

on supply bills. 

(iii) Bankers like our firms have no facilities in drawing bills as the banks with 

whom they deal in big centres insist on their having a credit balance up* 
to the full extent of their drawings. Even a small overdraft is not allowed ^ 
and their bills are returned with the remark “No funds.” These remarks 
degrade the indigenous bankers in the eyes of their clients. These* 
facilities are allowed by the correspondent indigenous bankers at 
big ttade centres, but it is not very convenient to deal with them by those' 
who carry on their business in modern style. 

(it?) The joint-stock banks when asked by bankers at mufassil station^ to remit their* 
funds by Government currency notes usually charge a commission extending 
up to As. 4 per cent, plus postage. 

(v) The rates for supply bills are not preferential to bankers. 

The following suggestions are made for improving the present system : — 

(i) Vernacidar endorsements should be more freely accepted by banks and the 

treasury. 

(ii) Better co-ordination between joint-stock banks and indigenous bankers by 

which bankers might be allowed overdrafts for short periods at a low rate - 
of interest; and arrangements for mutual collection of cheques and carry- 
ing on other agency business of each other free of charge should be intro- 
duced* 

(iii) Supply bills should be issued free to approved bankers with other facilities- 

mentioned in question 3 below in order to assist them in remitting money 
wherever required. 

Question 2, — ^In the hill areas of the Almora and Naini Tal districts negotiable in- 
struments play very little part in internal trade, but in the plains areas of all the four 
districts their use extends up to 30 to 50 per cent^ of the total amount of internal trade.. 

Question 3. — Supply bills are not availed of by the public to a large extent. Prac- 
tically very few use supply bills. The reasons are — 

(i) They are issued on the Imperial Bank of India or on treasuries where verna- 
cular endorsements are not easily accepted, and the holder has to pay 
heavily to the identifiers. 

(iv) They are not issued on any other place except Bombay, Calcafta, Cawnpore, 
Lahore, Karachi, Eangoon and Madras, where currency offices exist, with- 
out the sanction of the Deputy Controller of Currency. Their rates are* 
rather high and people find it profitable to send halves of Government 
currency notes. 

(^) They are not issued by tahsil sub-treasuries. 

(iv) The bankers who can make great use of supply bills are not given any 

preferential treatment. 

The following modifications in the present rules- are suggested with a view to in- . 
crease their utility 

(«) They should be freely issued on all district treasuries and sub-treasiiriea 
where there are sub-currency chests and on places where the ImperiaF 
Bank of India has a branch. A possible argument against this might 
be that these r^trictions are placed with a view to avoid having to meet 
an unforeseen demand at a place where the Government might not have" 
sufficient funds,, but this can be met by limiting amount up to which 
a bill can be drawn on different places. 

(h) They sho^d be issued at a much cheaper rate t^aa the persent one. The- 
rates given in Mr*, B* T. Thakur’s book on Indian Banking will do for tHr 
present. 

limtBS* BunoA iesE, Mohah Lau mi> Lala DanoA BtsHmr Sab. 
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(c) They should be issued to recognised bankers free of dberge with # tiew to help 
them. 

Question 4.— The duty on sight bills has been abolished altogether, but if it is 
<jabo!^hed or reduced on usance bills their use will certainly increase, as tibe drawer feels 
having to pay As. 1*6 per cent, on bills which are usually drawn for 3 months only but 
not to a great extent* The experience taught by the abolition of stamp duty on cheques 
is use of more cheque forms by those who had current accounts, thus increasing the 
profitless work of banks, but not the opening of many new accounts. At present self- 
liquidating bills are not used to a great extent because the banks lend on other forms of 
instruments, e.g,^ pronotes, cash credit, custody of grain, gold, etc. But if prop<^ facilities 
‘*are afforded to all banks and bankers for rediscounting of their self -liquidating bills they 
will insist on advancing on those bills alone, and then and then alone their use will extend. 
The facilities given by the currency authorities to the Imperial Bank of India for 
advancing on the security of trade bills are not felt in these remote parts of the country. 

Question 6. — Bills and cheques if handed over to the post office for collection will 
•mean a great delay to the public in receiving money as the post office will not pay them 
•before collection. The post office being a government department its staff would often be 
transferred from^ one place to another and new clerks will raise much difficulty in identi- 
■fication, and this will mean identification by some respectable man of the locality. On 
4;he other hand, a banker or a bank knows the status of a bill owner and discounts the 
cheques or bills promptly. Further, if indigenous bankers are to be consolidated this 
•work could safely be conducted by them: Issue of letters of credit for travellers can very 
^conveniently to introduced through the post office. The reduction in money-order charges, 
we hope, will facilitate small remitters in the interior of the district where no baxiking 
•facility can be hsd- 

Qmstion 6. — In the hill areas of Naini Tal and Almora districts hundis of 
any class are not current. In the plains areas of all the four districts darshani (sight) 
hundis and a few muddati hundis only are current. (Sample enclosed).* 

At preset hundis are governed by local usages which have to be proved in court. 
Some of the important and useful local usages may be incorporated in the Negotiable 
Instruments Act and other usages may be abolished with a view to bringing the 
'law into uniformity. The period during wliich a hundi can be h5d ove» 
<5an be standardised and a heavy penalty can he fixed for non-payment. There ate some 
•local usages on this point but the law can be made uniform. In case a suit has to be 
^led on the basis of a hundis interest of only 6 per cent, is allowed by the cdutts 
salthough the market rate is higher. The courts should allow interest at market rates. 

Darshani hundis in these districts are sold easily and sent to the place on Which 
ihey are drawn. 

In the Tarai areas of the Nalni Tal district darshani hundis are discounted locally 
us there is sufficient demand for them by cloth dealers, but in Gonda and Bahraich diskiets 
there is always a surplus of darshani hundis and they are sent to Cawnpore for cdllectidn 
or rediscount where they are issued on other centjres. 

Question 7. — ^It is possible during the process of marketing to borrow moniy on 
railway receipts, e.g,, the exporting firms make an advance against railway receipts where 
the consignor is well known to them and the consignor and the consignee are the same 
person. They also insist on having a “clear” railway receipt with railway risk. 

The following difficulties are experienced in using these instruments 

(i) Fraud and forgery. — Certain cases hkve been noticed wWe railway 

are forged and the quality of grain is not the simm as said hy the 
consignor. 

(ii) The railway authorities do pt guarantee the quantity. They insist on dell* 

vering sound bags even if they turn out to be less in weight, 
fiii) The description given in railway receipts is vague, e.g., words used are ‘’said 
to contain.” 


* Not printed, 
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The following suggesfcionB are made to remove these difficulties 

(i) The railway authorities should undertake to deliver the full quantity consignetl* 

irrespective of whether bags are sound or not. 

(ii) “Clear” railway receipts should be issued by railway authorities, 

(iii) Description of goods despatohed should be accurate, and should contain fulh 

information. 

II,— .Indigenous banking. 

A. — Organisation of indigenous hanking. 

Question 1. — We are aware of the following classes of indigenous bankers : — 

if) Three banking firms doing business in modern lines, e.gf., receiving money 
in current, savings bank and fixed deposit accounts, issuing cheque books' 
and pass books. One of the firms in Almora district combines other business** 
with banking while others do not do so. 

(ii) Town moneylenders, who do not receive deposits but lend their spare money. 

They combine banking with cloth shop, hardware, gram shop, contract, etc. 
Banking is their subsidiary business. 

(iii) Arhtis and grain dealers who do commission agency work and deal in cloth* 

and grain. They finance retail dealers whom they supply commodities fronr 
their own shops or for whom they purchase commodities at the markets 
Banking is their- subsidiary business and is conducted solely as a feeder to 
their main business but they are important financiers of internal trade. 

(iv) Prosperous agriculturists who also d'o not receive deposits but lend their own* 

money to agriculturists. Banking is not their principal business, 

(v) Pensioners ; these lend their savings on pronotes, bonds and mortgages. 

(vi) In addition to these there are in Gonda and Bahraich districts a few" lessees* 

of Balrampur and other estates wdio advance money to zammdars on mort- 
gages. Their principal business is taking contracts of villages from big 

estates, 

(vii) In the Tarai areas of Naini Tal district Banjaras, Padhans and moneylenders- 

from Cbamphawat tahsil in Almora district lend to agriculturists on bonds 
and pronotes. They recover the amount lent when the crops are ready. 

Question 2. — ^Indigenous bankers have and are always financing industry, trade and 
agriculture by lending money, cashing drafts on other stations and by issuing drafts 
on other stations. Industry is financed by banking firms, and* town moneylenders, who* 
advance to contractors and others on pronotes, e.g., timber contractors, for purposes of 
their contracts. Trade is financed by banking firms and arhtis who advance goods to 
retail dealers or advance money to the agriculturists and others, e.gr., Banjaras 

and cartmen who move crops from villages to the market. ArhUs replenish 

their funds from their brother arhtis in big trade centres and other indigenous bankers. 
Prosperous agriculturists and Banjaras and Padhans finance agriculture by advancing to 
farmers when they are in need. 

Question 3. — As muddati (usance) htmdis are not current in any of the four districts 
except to a very small e^ent in Bahraich town, financial houses who deal solely in the* 
provision of credit facilities by purchase and sale of hundis and other bills of exchange 
never came into existence. Our firms are dealing solely in money but we are small banks 
rather than bill brokers. 

Question 6.— One banking firm (Messrs. Durga Sah, Mohan Lai Sab) keeps ac- 
counts in Vernacular and English on the modern system. Other banking firms in these* 
didtriots keep accounts in Devanagri characters with double eutry system in hahiJkhatas 
with modern methods of issuing cheque books and pass books. Others except arhtis, some 
town moneylenders and some pensioners keep no accounts. The books kept, are one* 
foJear bahi (day book) and one khaia (personal ledger). 

, B. — Raising of funds by indigenous hankers, 

(^estion 1. — Muddati (usance) hundis are not current in all the four district®* 
exc^ in Bahraich town. Banking firms receive deposits on current, savings bank and 
deposit accounts, and use pass bot^ka and fixed deposit receipts. Others raise fund® 
on bahikhatas and pronotes. 

Ifoassa. Durga Sah, Mohan Lad Sah and Lala Dubga Bissen Lal Sah. 
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Samples of pronotes » fixed deposit receipts, pass, books <md hundis are attached.* 

Question 2. — ^It is very difficult for banking firms to raise funds when they ai» 
in need. The Imperial Bank of India and joint-stock banks very seldom come to their 
rescue and the little that is advanced to them is on first class security. The mana^rs 
have very little discretion and have to rely on their head offices for instructions. Omer 
classes borrow among themselves or from other indigenous bankers and lo some limited 
extent from joint-stock’ banks. 

There is no special facility given to in^ljgenous bankers by the Imperial Bank 
of, India or joint-stock banks at the time of their demand. The banks demand gilt-edged 
security which many of the indigenous bankers cannot offer although they are men of 
substance and property, 

'Jffie following are the defects in the present system of obtaining finances by 
indigenous bankers ; — 

(i) Whereas the joint-stock banks and the Imperial Bank of India are continuously 
drawing away money deposited with the indigenous bankers they do not 
come to their assistance when they are in need. 

(ii) Undue competition by the Imperial Bank of India and the joint-stock bank, 

and the attractive rates on post office cash certificates and government 
loans are drawing away large funds from indigenous bankers. This has 
raised the general price of money. 

(iii) Self-liquidating bills which are re-discounted with other banks are not current 

in these parts. 

(iv) The Imperial Bank of India which was opened as a bankers* bank has proved 

of no help to the indigenous bankers whom it treats just like its ordinary 
customers. 

The following improvements are suggested with a view to increasing the resources 
of the indigenous bankers : — 

(i) The position of the indigenous bankers should be recognized. 

(ii) The indigenous bankers should be entrusted with agencies of the Imperial 

Bank of India or the proposed Eeserve Bank of India, and should work 
these agencies as commission agents. 

(iii) The Imperial Bank of India should accommodate the indigenous bankers 

up to a fixed limit which should be determined by mutual consultation. A 
list of indigenous bankers and the amount up to which they can be allowed 
credit should be maintained at all the branches of the Imperial Bank of 
India. 

(iv) Where indigenous bankers require an advance for bigger amounts than can 

safely be allowed on personal security, facilities for allowing overdraft on 
equitable mortgage should be accorded. This will require change in the 
existing law as the equitable mortgage is not recognised by law beyond 
the port town. This will avoid getting the mortgage deed registered which 
the indigenous bankers do not like, as they insist on secrecy of their 
position. But an equitable mortgage should not be allowed for others than 
indigenous bankers. 

(v) The Imperial Bank of India should advance only to or rediscount only those 

hundis that pass through indigenous or joint-stock banks. 

(vi) For the present the Imperial Bank of India should not open any more branches. 

(vii) Bates of interest in the case of indigenous bankers should be reduced. 

(viii) Facilities for rediscounting hundis should be enhanced. At present as there 
are very few facilities for rediscounting of hundis they are not current. 
The general system of trade advances, is by means of the hahikhata system 
or by pronotes. ^ Where the Imperial Bank of India or joint-stock banka 
rediscount hundis^ most of the bills current are accommodation bills. We. 
therefore, suggest that the Imperial Bank of India or the proposed Eeserve 
Bank should make advances to the indigenous bankers against the security 
of pronotes or other instruments held by them. 

(ix) The Government should abandon its present policy of allowing high rates of 
interest on its borrowings, and should discontinue post office cash certificates. 

♦ ?fot prated. 
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me^ns wiE increase the resources of the indigenous bankers who will be in a 
§miUon to provide more credit famEties to the general public and reduce the general price 
^ money, 

(Question 8, — The banking firms receive money in — 

(a) Current accounts in which no interest is allowed. 

(b) Fixed deposit accounts in which interest from 3 to 6 per cent, is allowed. 

(c) Savings bank account in which 8 to 8J per cent, is allowed. 

A few trader-bankers receive deposits in current account on which they allow an 
mterest of 6 per cent, per annum, but as they hold no property or little Status in the 
locality th,i amount of such deposits is very small. 

C , — AdDances by indigenous bankers. 

Question 1. — The banking firms advance money on demand and time pronotes and 
bonds for a period not exceeding one year at 9 to 12 per cent, per annum. In these 
^ses personal security, is accepted. On mortgages of property the period of its repayment 
is generally 6 months to 3 years and the rate of interest is 7 to 12 per cent, per annum. 
On pawn of ornaments and pledge of government promissory notes, shares and cash certi- 
ficates the rate is 9 to lOJ per cent, per annum. Facilities of payment by monthly instal- 
ments is allowed to government servants and other earners of monthly salary, but interest 
is charged on the debit balance of a customer. Further, a rebate in interest is allowed 
where the debtor pays within the stipulated time to encourage the habit of being punctual 
in payment which the people seldom have. 

Village and town moneylenders advance on personal security on hist system, *.e., 
an instalment of Ee. 1 per mensem is realised for 12 months for every Ks. 10 advanced, 
and on ^aiooi system where Ea. 126 are realised at the time the crops are ready for every 
Es. 100 advanced, and on oop system as described above. Some advance at rates of pies 
6 per rupee per mensem. These are the methods in which agriculturists are financed in 
Gonda and Bahraich districts, but village moneylenders in the hills advance at 12 per cent, 
per annum to landholders and town moneylenders advance at 9 to 48 per cent, in Almora 
and Naini Tal districts according to the security, status and need of the borrower. The 
rate fear mortgages is 6 to 18 per cent. The rates are specially very high in the case of 
forest contractors who have very little sec^urity behind their backs but their demands are 
very pressing. 

Grain dealers and arhtis advance money generally among themselves on personal 
security at 7J to 12 per cent, per annum. They finance the agriculturists in Eamnagar 
tahsil in Naini Tal district, and Banjaras in the Bhabar and Tarai at rates varying from 
12 to 18 per cent, in the case of Banjaras and 18 to 37 J per cent, in the case of agricul- 
turists. 

Lessees of Bslrampur and other estates advance money for long periods on mort- 
gages only. Th^ rate of interest ranges from 9 to 26 per cent, per annum. 

Banjaras, Eadhans and other financiers of agriculturists in the Tarai lend on pro- 
notes and bonds, the rate of interest being 18 to 37} per cent, in addition to grain. 

Question 2. — ^The village moneylenders and lessees of Balrampur and other estates 
generally charge from agriculturists khudat and fatai^ that is, a charge for digging money 
from where it is buried which extends from 1 to 3 per cent, in addition to interest which 
ranges from 26 to 37} per cent. In the hill areas ganthkhulai (or charge for opening the 
knot of the purse) extending up to 6} per cent, is made, but where money is paid within 
11 months and the ganthkhulm is more than 3 per cent, no interest is charged. Interest 
in the case of peasant preprietors in the hills is 12 per cent. 

For loans in kind a system of payment of 1}, 1} times or double the quantity 
borrowed prevails in different parts, but generally 1} times the quantity borrowed is paid 
in Gonda and Bahraich districts and 1} and 1} times the quantity borrowed is paid in 
Almora and Naini Tal districts. 

The present rates of interest can be reduced by extensive nitration of co-opera- 
tive societies, or by making the general price of money cheap by linfing the financiers of 
lagriculturists with the indigenous bankers and through them with the currency controlling 
authorities. 

We think that in the hfils such reduction will benefit the agricultural community 
as they are sufficiently intelligent and, further, as they are landholders the benefit wHl nc^ 
be misused. The real difficulty in giving a proper answer to this question is that in the 

Buboa Sah, Mohan Lap Sah and LAtA DtmoA Bishbn Lap Sah. 
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iliils most of the debt is to their exipensive habits, and increase of credit facilities and 
reduction of interest will be an incentive to borrow more and in the end their land will 
pass to moneylenders. But this will certainly benefit thrifty persons who are wgaged 
in increasing their holdings by extension of cultivation or by acquisition of property, li 
will not be possible to reduce the rates of interest in the case of tenants whether in the 
Iliils or in the plains as they have no title to land and cannot offer adequate security. 

consider tliat extension of co-operative movement on sound lines can alone benefit this 
-class 0® agriculturists. Or, if village moneylenders are licensed to whom facility for 
recovery of debts is given and the licence restricts ‘ the rate of interest, they can get some 
.|>enefit. 


D . — Exchange and money market. 

Question 1. — There is no regular exchange and money market in these districts, 
hut hundis and cheques are cashed by the banking firms who issue drafts as well. Hnn- 
’dis are freely sold in trading towns like Bamnagar, Kashipur and Haidwani in Naini 
Tal district, and at the principal markets in Gonda and Bahraich districts which 
number more than half a dozen. The firms' have current accounts at important trade 
centres, but they do not obtain any financial assistance from those places. Importers of 
-different commodities and grain dealers are connected with arhtis in those centres and 
they get financial assistance from those persons or firms. These dealers are allowed or 
charged interest according to the prevailing rate Of interest in those places. 

Question 2. — ^There are no dahls except in Kashipur maricet. Purchase and sale of 
hundis is carried on there through them. They receive Rs. 0-0*3 per cent, from the buyer 
as well as the seller. 

Question 3. — Hundis for internal remittances are sold and bought at rates 
varying from anna one pies six per cent, premium to annas four per cent, discount in 
Oonda and Bahraich districts, and annas two per cent, discount to ^na one cent, 
premium, which is very seldom at Haidwani, Bamnagar and Kashipur in Kaini Tal 
*diBtrict. . . 

{ii) Hundis for obtaining credit or usance bills are not curr^t in these four districts. 

Bates are fixed with banking firms, but vary in the market according to de* 
snand and supply of hundis. 

During winter and a few months of summer grain is purchased by grain dealers 
jand sent to principal markets. During this period hundis are sold at a discount, but 
-during lainy season no grain comes to the mandi, so the grain dealers have surplus funds 
with them which, together with the money borrowed from their principals, th^ send to 
important trade centres. During this time hundis are sold at a premium. 

Question 4. — In these districts money markets are not influenced by any associations, 
ibut are influenced by usages prevailing at Cawnpore, Delhi and Bombay. 

Question 6- — We axe aware of tfce following important trade usages 

(a) In case a hundi is returned unpaid a drawer has to pay the following charges >— 

<i) Annas 8 per cent, nakruusakrai or a penalty. 

<ii) Arhat or brokerage at usual rates (generally charged by the correspondent 
arhii at trade centres). . , r j* * 

(iii) Annas 8 per cent, per month interest from the date of negotiation of hundt to 

the date of payment of money. 

(iv) Annas 8 postage and registration expenses. ^ ^ 

(V) Where a hundi is discounted at a discount the discount is «bt returned, but 

where it is issued at a premium the drawer remits the premium. 

Seven days* of grace are allowed for pa 3 rment of a hundi. Interest from tha 
4ate of presen&tion to that qf payment iia allowed at 6 per cent, per annum. 

Six pies is remitted to the borrower for every r^ee of interest charged. 

(d) Four days* of grace are allowed for nwiiaaal settlement of aocounts. 

IfassBS Dpuoa Sas, Mohaiij Dal Bam akd Lala Duboa Bisttein Lal BaS; 
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E*— *Dc/ecta of indigenous hanking* ^ 

Question 1. — ^As regards the state of public opinion regarding indigenous bankers 
this (question can better be answered by their clients, but we are able to notice the* 
following points : — 

(a) The depositing public have confidence in banking firms chiefly because thej^ 
are run on modern lines, every facility is accorded to clients, and the^ 
proprietors are men of status and personally supervise the working of the 
concerns; although they do not seem to be satisfied with our rates of in- 
terest. Borrowers regard us unapproachable as we insist on good security., 

(b) Town moneylenders are relied on by their habitual clients that they will get 
accommodation whenever required. We do not think that there is any pre- 
judice against this class of bankers, although personality plays a big 
part in forming public opinion. 

(o) Arhtis are liked by those who deal with them on account of their business- 
like habits and the facilities they give to their customers who are generally 
traders. But the number of their incidental charges are not liked very 
much. 

(d) Financiers of agriculturists are relied upon by their clients as they believe* 
they will get accommodation whenever necessary but some of them are 
not considered to be free from sharp practices, e.g., having an eye on the* 
borrower’s property. Personality holds sway here as well. 

Question 2. — The following dittichlties are e:;perienced by the indigenous bankers 
in carrying on their business : — 

(a) Proceedings in court take a long time and mean much expense (both allow- 

able and non- allowable). After a suit is decreed the real difficulty lies 
in execution of a decree. It takes about two years before the money is 
realised. The rate of interest allowed by courts on a decree is never 
more than 6 per cent, although the bankers have sometime^ to pay about 
the same rates to their depositors. 

(b) People have been getting into the habit of having themselves declared in- 

solvent day by day. The courts while granting an insolvency petition 
never see how a man has suffered a loss, but insolvency petitions are 
granted at once. As a result of this, a big amount of money is lost. 

(c) The courts are very reluctant to grant attachments before judgment and by 

the time that a suit is decreed the debtor removes all his property. The 
flimsiest excuses are accepted by courts for refusing to grant attachments 
before judgment, e.p., where the property to be attached is held in share 
by the debtor attachments before judgment are not allowed. 

(d) Income-tax authorities make many searching enquiries before accepting 

their account and allowing expenses claimed, as a matter of which sevcrrl 
business secrets are exposed and they take down the names of persons 
who have deposited money which the dn|Y>sitors never like. We must 
confess here that the treatment meted out tn both of our firms by the 
income-tax officers has been very good, but this complaint has been heajd 
from others. As far as we think, this is due to a great extent to their 
not hoping proper accounts, and to the presumption by the Income-tax 
authorities that they are hiding something, 

(e) Xjack of credit facilities forc^ them sometimes to refuse demands for accom- 

modation, which is very inconvenient to their clients. 

(/) 5’nnds of semi-publio nature, e.g. school funds coolie agency funds, Arnaja 
Sabha funds, etc., and military funds, officers’ mess accounts, P. B. I. 
accounts, eic., are not allowed to be deposited with the indigenous bankers. 
In 1928 an Officer Commanding a unit asked the Controller of Military 
Accounts, Meerut, permission to open an account with us, — ^Messrs. 
Durga Sah, Mohan Lai Sah, et our Banikbet branch. The Controller 
refused permision wit.h' the remark: “They are not reliable bankers/^ 
This defamatory statement by the Controller of Military of Accounts 
caused a run on our bank. Our fixed depesit receipts are not recognised ^ 
e.p., money def>osited by contractor with us is not accepted as sectirity.. 
MassBS. Duboa Sah, Mohan Lax. Sah and Lala Durga Bishen Lad Sah. 
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0p to 1928 Aman Sabha High School fuhds were deposited with u#* 
(Lala Durga Bishen Lai Bah) at Gonda. On recognition of the school by 
Government the inspector of schools objected to it on the ground that 
we were not recognised bankers and the funds were removed to the* 

post office. ^ , L 1 ^ 

(g) The attractive rates on post office cash certificates and government loans are- 

drawing large amounts of deposits from the indigenous bankers. 

(h) The government treasury, post office and some banks do not recognise the in- 

digenous bankers as bankers. They sometimes refuse to cash crossed 
cheques for them and refuse to accept endorsements identified or guaranteed 
by them. This degrades the indigenous bankers in the eyes of their 
clients. It has been noticed by us that some joint-stock banks, some* 
branches of the Imperial ^Bank of India and government treasuries 
are in the habit of returning cheques, bills and other pay orders on ther- 
flimsiest grounds. They do not note all the objections when a payment- 
order is presented for the first time, but make new objections every time- 
it is presented. Besult of this is that ihe clients consider that the indi- 
genous bankers have not sufficient knowledge and-v experience of banking, 
and the indigenous bankers suffer much expense and trouble as well. 

(») The debtors are not in the habit of repaying the loans when due as stated 
in answer to question no. 1 of part' IT-C. 

(j) Undue competition by the Imperial Bank of India and joint stock banks. 

We may mention here that although there is not sufficient business in. 
Eanikhet and Almora even for ourselves and the other banking firm, the* 
Imperial Bank of- India has been contemplating opening a branch in 
Banikhet for some years past in spite of the fact that several of their' 
branches are being run at a loss. 

(k) In case a cheque drawn on government account or a refund voucher gets 

lapsed on account of time and has to be renewed, the renewal is not 
made in favour of the banker to whom it was endorsed. Government offices 
and courts make great delay in issuing a renewed voucher, and insist that it 
will be paid to the person in whose favour it was originally drawn, but who 
having received the money from the banker has no interest left in it. 
It has also been noticed that endorsements by the holder of a repayment' 
order in favour of a bank or banker is not accepted by the treasury. 
The reason assigned is that the document is not transferable. The words 
“Not negotiable” printed on B.T.’s are interpreted as meaning that 
the document is not a Negotiable Instrument. 

(0 The treasury raises all sorts of objections in paying cheques etc., the reason” 
of which, as far as wo can make out, is that the clerks and sub-treasury* 
officers are not properly acquainted with the Negotiable Instruments Act. 

Question 3. — The indigenous bankers are not sufficiently protected in law as 
stated above. It is requested that the following safeguards and privileges should be 
recommended by tbe United Provinces Banking Enquiry Committee : — 

(a) Summary procedure relating to negotiable instruments should be employed ’ 
more freely than at present and should extend to cases other than those of" 
small cause nature. 

(5) The discretion that is given to courts in the matter of awarding interest after 
the institution of a suit has crystallized into a rigid rate- of fi per cent, 
which is at times unfair as this rate of interest is allowed to depositors 
in several cases. The courts having regard to stipulated rate should allow 
such rate as shall properly adiust the equities of the cose. 

(o) Attachment before judgment should be ordered as soon as the court is satisfie-d ' 
of the genuineness of the case, and particularly in cases relating to 
negotiable instruments. Even the smallest share should be attached and” 
the objection, if any, should he heard in due course. 

(d) The present insolvency law should be so altered as to make it rather difficult 
fo^ a debtor to get himself declared insolvent. Full enquiries should her 
made as to how a debtor suffered a loss and an insolvent should uoJ; her 
absolved from all liability for past debts for a long period of time. 

Messm. Uotoa Sah, Mohan Lap Sah anb Lapa UtmoA Btshbn Lab Sah. 
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4fi) For small amounts below Bs. 100 a court similar to the Court of Bequest 
in England should be constituted in which total amount of law costs should 
not exceed Rs. A possible argument against this procedure is the 
increase of frivolous litigation, but this can be safeguarded by providing 
that suits in this court will be entertainable only on the basis of instru- 
ments or acknowledgments in writing. This will be found in the long 
run useful to the debtor himself as decrees in such cases being almost 
inevitable it is an advantage to the judgment-debtor to be saddled with less 
costs. 

if) Recognised indigenous and joint-stock bankers should have hrst charge on the' 

assets of a debtor after satisfying government dues and mortgages. 

ig) The income-tax authorities should not make such finishing enquiries as are 

complained of by other indigenous bankers, 

(h) The position of indigcimus banking firms should he fully recognized and 

funds of somi-public nature allowed to be deposited with them. 

(i) The government treasuries, post offices, Imperial Bank of India and joint- 

stock banks should liberalise their present policy of raising objections in 
accepting endorsements and should accept guarantees made by indigenous 
bankers. 

(/.) Certain documents, e.g., R.T.R.’s and repayment vouchers which are not 
negotiable should be made negotiable and duplicates should be issued in 
favour of the last holder. 

(k) Government should allow its contractors to deposit security money with indi- 
genous banking firms as is being done in the case of joint-stock banks. 

(/) Other suggestions regarding increasing the resources of Tndigfnous Bankers 
have been made in answer to question no. 2 of Part II-B on Indigenous 
Banking. 

Queitiion 4. — ^The question of dealings of the indigenous bankei^ with their clitmtele 
ican best be answered by the clients. But we beg again to represent here that per- 
sonality plays a great part. 

Question 6. — Sometimes the indigenous bankers are obliged to refuse demands 
on them for accommodation for want of working capital, specially when the money market 
is tight. 

(h) Suggestions have already been made for increasing the resources of indigenous 
bankers in answer to question no. 2 of Part II-B, We would again suggest that the 
Government should recognise the position of the indigenous bankers. 

F. — Co-ordination, 

Questmn 1. — Indigenous bankers of the same or other classes advance money 
to each other at a cheaper rate of interest according to one’s credit in market or help 
each other in other manners so far as possible. 

The joint-stock banks and the Imperial Bank of India do not recognise the 

indigenous bankers as bankers. They treat them as an ordinary customer and often as 
competitors and give every possible hindrance in carrying out banking business, Although 
a large amount of business ig done between them and they are constantly drawing 

deposits from the indigenous bankers, they never come to their rescue when the latter 

are in need of funds. As an illustration of their not recognising the indigenous bankers 

we may mention that a cheque which is crossed specially to an indigenous banker is paid 
by some banks with great difficulty. 

Ko preferential treatment is given by the joint-stocl: bankers and the Imperial 
Bank of India to the indigenous bankers eiccepb some rec'procal arrangements are some- 
times made for collecting chenues for each other at a lower rate where the amount of 
transaction is a big one. The two systems work separately. As an illustration, it 
might be mentioned that whereas no charge is made for collecting cheques on other banks 
In the same station, a charge of annas 2 to annas 4 ^er cent, is made for 
collecting hnndis on indigenous bankers. Another illustration is that although 
the joint-stock banks and the Imperial Bank of India constantly send letters 
credit to the indigenous bankers in fsTour of their customers, asking them to honour 
-cheques drawn by their customers up to a certain extent, they refuse similar requests by 
the indigenous bankers although they are requested to debit the amount of the cheques 
Ho the current account of the bankers. 
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Qtmikn co*ordifi^fcioQ exists betw^een indigenous bankers and the joint-- 

stock banks and the Imperial Bank o£ India in the provision of credit faqiities to trade and' 
industry, but sometimes the joint-stoek banks and the Imperial Bank of India send 
drafts and B/E.’s to the indigenous bardcers at mufaesil towns for realisation, where there - 
are no other banks which can do this business for them. , 

Better co*ordination is desirable in the following directions 

(i) Allowing of overdrafts by joint-stock banks and the Imperial Bank of India • 

to indigenous bankers on reasonable terms. 

(ii) Acceptance of cheques on indigenous bankers by joint-stock banks and the 

Imperial Bank of India and post offices on the same terms as those of 
other joint-stock banks or the Imperial Bank of India. 

(iii) Becognition of the indigenous bankers .as approved bankers. 

(iv) Provision of facilities to the indigenous bankers for internal remittance. 

(v) Mutual arrangement should be made for carrying on the general agency work 

and collection of cheques for each other free of any charge. 

(vi) The Imperial Bank of India or the proposed reserve bank should rediscount 

only those bills that paas through approved indigenous bankers. The 
number of approved bankers should not be limited but must depend upon • 
the needs of the locality, 

(vii) Agencies of the Imperial Bank of India or the proposed reserve bank should 
be entrusted to indigenous bankers under certain conditions. 

(viii) At present there is no link between the currency authorities and the indi- 
genous bankers including the village moneylenders. The chain should 
be made perfect in order to make the banking system of the cormtry an^. 
organised body. 

The establishment of a provincial bankers’ associatisn under government patronage ■ 
can be useful if indigenous bankers are freely admitted along with joint-stock bankers. 
This will help in understanding each other by discussing banking problems and will ' 
remove many difficulties. 

Question 3. — Our experience has been that some of the joint-stock banks and 
some of the branches of the Imperial Bank of India return cheques on indigenous bankers 
working in mufassil towns sent to them for collection by their customers with the remark 
“No means of collection.’* Before 1923 it was customary with the Imperial Bank of 
India to return all cheques on Banikhet and Almora with such remarks, but in that year 
we, Messrs, Durga Sah, Mohan Lai Sah, offered the bank to collect cheques on Almora 
and Banikhet free of any charge, in view of the fact that the Imperial Bank Of India 
did not charge any commission from all their customers for collecting cheques on their ’ 
branches. Since then the number of cheques thus returned has decreased but even 
now some of the branches of that bank are reported to have done so, although we had a ‘ 
current account with them which was operated more than half a dozen times every day. 
This lowers the indigenous bankers very much in the eyes of their constituents. 

Bach and every indigenous banker working on modern lines has got an account 
with one joint-stock bank or the Imperial Bank of India for the purpose of collecting 
cheques. This information can be collected and the names of such joint-stock banks or 
the Imperial Bank of India recorded in a directory. The collecting banker can get such 
cheques cleared through those banks or it can be provided that every indigenous 
banker who issues chi^que books to his constituents, shall maintain an account 
with the nearest branch of the Imperial Bank of India and the collecting bankers 
could get the cheques cleared through these branches, 

G.^-^GonsoUdation of indigenous hunks. 

Question 1.— -The indigenous banking system can be consolidated and safeguarded 
in the following manner 

(i) Becognition hj the Government of the poeition of the indigenous bankers. 

(ii) Co-ordination of indigenous bankers with the joint-stock banks and the Imperiaf* 
Bank of India as suggested above. 

(iii) Bxtending the resources of indigenous bankers as mentioned above. 

(iv) By improving legal facilities as described above. 

(v) Be-organisatioa of indigenous bankers on modem lines. 
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Question 2.— Indigenous bankers will certainly , secure better clientele if they are 
•«icognrfccd by Government in the same way^ as certain joint-stock banks are. 

(b) The condition of such recognition should be 

(i) Government should bank with them by depositing funds in the hands of district 
Authorities, e.g., money in the hands of the nazir^ amounts received for disbursement 
in the district, etc., and by allowing security money funds of a semi-public nature, e.g., 
-coolie agency funds, regimental and d4p6t funds to be deposited with them. 

(ii) Government should demand security for such deposits as is done by military 
•authorities, 

(iti) Bankers conduct their business on modern lines, and their utility should 
1)6 considered in according recognition. 

(iv) Government should satisfy itself that recognised bankers possess sufficient pro- 

;perty. 

Question 3. — The indigenous bankers will not prefer publication of their balance 
•rheets as it would be a hindrance to private efforts, and, further, these provisions would 
not be very necessary in their case as their liability is unlimited and depositors satisfy 
themselves about the soundness of a banker’s position before depositing their money with 
- them. 

Question 4. — Tn the rainy season money lies idle in the hands of the indigenous 
bankers. 

This money remains with the indigenous bankers. In Alraora and Naini Tal 
.districts there is no tendency for money to concentrate in imprftant trade centres as these 
• districts have some demand and trade during summer. 

In Gonda and Babraich districts and in Kashipur in Naini Tal district it remains 
partly with the indigenous bankers and is partly sent to Calcutta. Cawnpore, Delhi and 
Bombay to pay off the advances made by arhtis in those places. 

Question 6. — The banking firms have accounts with banks at Calcutta, Bombay, 
Delhi and Cawnpore and other important places, but do not obtain any financial assistance 
‘from there. Dealers in cloth, grain and other commodities are connected with arhtis 
"there and are financed by them. This is the only connection with the principal money 
markets. 

The indigenous banking system should be further connected with the principal 
money markets through the proposed Be&erved Bank with which they should be linked 
directly. 

It would be more desirable to convert the existing Imperial Bank of India into a 
reserve bank provided that it will cease to receive deposits on which interest has to be 
paid, rediscount hundis only for indigenous and joint-stock banks and cease its present 
policy of competition with everybody. 

An argument against this proposal can be that the Imperial Bank of India has 
becnme a very cumbersome institution with a number of branches, but if the indigenous 
bankers are to be connected directly as proposed with a Reserve Bank or local banking 
institution are to be given preference over branch banking institutions, the 
Reserve Bank shall require a number of branches (at least one in each 
division). Further if a separate Reserve Bank is established it will not be advisable 
to allow the Imperial Bank of India to conduct government business, as it will not be 
desirable that two institutions should receive government patronage, and this will cause 
much dislocation of government treasury work. 

Iq case it would not he possible to <^nvert the Imperial Bank of India into a reserve 
bank the new Reserve Bank should bo linked directly with the indigenous bankers who 
may be styled as their agents and work branches entrusted to them as guaranteed brokers 
pajment of certain deposit in government securities. The agent banker may be 
allowed a stated amount of credit, say ten times his deposit. The hundis and other 
festruments of credit may be discounted by the Reserve Bank to the extent of the 
credit granted to him. The agent banker may act as a general agent for the bank and 
advance the bank’s money against goods, etc., but should not employ the bank’s funds in 
Jiis own business. , 

In case it is not possible to establish a Reserve Bank the indigenous banking 
eystem may be connected with the Imperial Bank of India in the manner described 
above. But the Imperial Bank of India must do business through the indigenous 
and ioint-stock banks alone and thus become truly a “Banker’s Bank.” Multiplication 
Mussns BtmoA 8 ah, MohaiT Lax. Sah aud Lala DtfBUA Bishbn Lal Sah. 
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-of too many banks is not very desirable in view of the fact that on account bf several 
l>ank failures in recent years the public has lost confidence in joint-stock banks. Fnrth^, 
"the depositing public is fully aware of the fact that the banks have a limited liability 
And this alone, is helping the indigenous bankers in these hard times. 

In case it is not possible to connect the indigenous banking system directly with 
the Reserve Bank the establishment of a branch of joint-stock bank and the establishment 
-of a local bank with a local directorate are not recommended as there is a danger that 
these might swallow np the indigenous bankers by competition and reduce them to the 
position of bill brokers, might fail to make adequate use of their local knowledge and 
experience, and might not inspire confidence in the depositing public in the locality. 
Further, the danger in extension of branch banking is that they might draw funds 
from mufassil districts and invest them in large trade centres, as these banks generally 
do not look to the benefit of the locality but that of foreign traders. The branches 
upcountry are meant solely for the purpose of attracting funds which are sent to big 
centres for investment. As they have to maintain a large staff they might not prove 
profitable. 

The establishment of agencies of joint-stock banks or Imperial Bank of India 
might be tried, but the danger is that as soon as spade work has been done by the 
indigenous bankers, the principal bank might step in and oust the indigenous banker, 
and al?o that they might draw the funds deposited with the agent and invest them in 
a big trade centre thus causing a depression in the trade of the district. 

Establishment of agencies of a Sate-aided bank are necessary, but the contract 
of agency must be for a long period and renewable at the option of the indigenous 
banker agent. 

Amalgamation of the business of local indigenous bankers into a joint-stock bank 
does not seem possible as one or more firms will have to band over their business to the 
managing director and cease active business which they will not like. Further, most of 
the T&i?genous bankers aro members of undivided joint Hindu families and have other 
eide business in whicdi they invest part of their banking funds which are also invested 
in property. They will not therefore like the idea of amalgamation. Partnerships are 
also difficult to manage during these days and result in quarrels and litigation. 

Establishment of banks on “Commandit** principles might be tried and they will 
in our opinion prove successful. But there will be need of government assistance m the 
matter, as unless Government patronises the establishment of such banks it will be 
difficult to have the share capital subscribed in full. 

III. — Investment habit and attkaction op capital. 

A, — Encouragement of saving and investment habit. 

Question 1. — The existing banking resources of these four districts are deposits 
from the public and capital of indigenous bankers and loans from outside the distnet. 

In our opinion they are adequate for the present needs, but for financing new 
industries in Almora and Naini Tal districts, of which there is a great need, a further 
capital of about 20 to 60 lakhs will be required within next 10 years/ 

Question 3. — ^The existing means or institutions for encouraging the habits of 
saving and investment are — 

(i) Deposits with ^nks or bankers. 

(«) Post Office savings bank accounts. 

(Hi) Postal cash certificates. 

(iv) Government securities. 

iv) Deposits in co-operative banks and co-operative organisation funds. 

(t?0 Acquisition of houses and landed property.' 

(em) Life insurance. 

Tliey provide full facilities, but post office savings banks are sometimes situated 
at a great distance from the village. 

More post office savings banks should be opened. There should be a large number 
-of firms canying on business on modern system and receiving deposits in interest. It 
has been pointed out by several authors on banking that India is lacking in banking in- 
fititutions. This can be provided only by recognising the position of indigenous bankers 
who are in daily touch with the public, by improving their standard and raising their status, 
thing more to be stated in this connection is that ' the number of genuine Indian 
insurance companies is Very small. More insurance companies arn necessary. Furtherr 
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msm tmtncikn should bo placed on working of non-Indian insurance (xanpanies, the nature 
o^ wJiich should be that they should invest the full amount of the premium leceiived by 
them in this country in approved Indian securities. 

Question 3. — ^Th® people of these localities are not in the habit of investing in gold 
and silver except for ornaments. 

Question — ^Postal certificates are very popular among the officials and government 

pensioners, and all middle class men living in towns except traders. 

Question 6. — ^Post office savings banks afford adequate facilities to the public in 
depositing money where they exist, but, as already mentioned, they are situated at a 
distance from most of the villages, and there are no savings banks in branch offices. The* 
post office officials raise frivolous objections when withdrawals are made. 

Ii\ our opinion facilities for investment in post office savings banks should bo 
extended on- the following lines : — 

(i) The number of branches having savings banks should be increased. 

(u) Travelling savings banks should be introduced by which, in some out of the- 
way post offices, savings banks could be kept open on certain days of the 
week, e,g., once or twice a week. 

(i«) For distant places some arrangements should be made by which the post 
office peon can take to and from depositors small amounts, e.< 7 ., under 
Es. 26. 

(mj)^ The process of identification of signatures should be made a little simpler. 

Officials, pensioners, contractors and a few educated persons take advantage of 
the facilities offered by the post office. 

Af present post offices keep very little money in their safes as a result of which 
a depositor at outlying places is asked to wait for 3 or 4 days before money is paid to 
him. This- should be simplified. Extension of the number of post office savings banks 
has been already suggested. We beg to represent here that the post office savings banks 
ace meant for small investors. Eaising of the rate of interest or increasing the amount 
that can he deposited by one person in a year will mean that a number of persons -who^ 
are at present depositing their money in current or savings bank accounts with the banks 
will use the post office agency and this will divert part of the money from Wsiness 
into the government treasury. 

Question 6. — ^It is to say is true to say that the rates of postal cash certificates are so- 
favourable as to create a competition with the banks and bankers in attracting money. It is 
not only post office cash certificates, but all government loans are drawing large amounts^ 
of money deposited with banks and bankers. 

In our opinion this competition is not healthy as it has decreased the amount 
of money which the banks could otherwise have been able to use for financing trad^ 
and industries. We beg to represent in this connection that, whereas it was very easy 
for Imnks to borrow money at 4 per pent, before the war, it is very difficult at present 
to borrow at 6 per cent, in spite of the fact* that the amount of money has increased 
during thia period. This has caused a rise in the rate of interest which is one of the 
factors contributing to the present depression in trade. 

Question 7. — ^In our opinion as people of these localities are not in the habit of 
investing in gold bullion, gold cash certificates will not accelerate the savings and invest- 
ment habit. Further, gold has lost much of its attractions on account of its fluctuating 
value. 

Question 8. — There are already banks and post office savings banks in every 
municipal town. In our opinion municipal savings banka will not at all promote then 
savings habit as municipalities having mere figure-heads as members will not be able 
to manage savings banks. Most of the municipalities being not financially sound 
people will have very little faith in them. 

Question 9. — ^The government does not afford facilities for purchase and saler 
of government securities, but banka and bankers purchase and sell them for their 
customers at Calcutta and Bombay charging As. 4 per cent^ commission. Post offices- 
purchase securities for an investor up to Bs. 6,000. They sell securities originally pur- 
chased through them for their savings banks depositors only; 

For small investonr the seemities may be made a-fUilabk in small euma of Ea, 61^*- 

Question 10.— The Imperial Bhnk of India, joint-stock banks and the indigenous 
bapkihg firms purchase and ssE other securities for their custom^s through brolSrs at^ 
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Calcutta and Bombay and charge As. 1 per cent, commission. B'acilities for purchase 
and sale of securities in these provinces could be enhanced if a stock exchange were 
opened at Oawnpore, 

Question 11. — ^The following classes invest their money in the manner described 
below : — 

(o) Businessmen invest their spare money in buying landed or house property 
and extension of trade and business. Most of them keep their money 

with themselves. 

(h) Government officials and pensioners in acquisition of landed and house pro- 
perty and in investment in government securities, postal cash certificates, 
post office savings banks and banks deposits. 

(o) Agriculturists in extension of their holdings and in lending to other agri- 
culturists. 

(d) Day labourers and wage-earners in drinks and sometimes in ornaments 
or in improvements to their houses. They haye ^very little money left 

in the evening. 

Question 12. — ^Farmers spend their surplus money in repaying their debts, 
acquisition of landed property, purchasing gold and silver ornaments and in lending 

to other farmers. 

In the bills they lend their fellow-agriculturists generally at 12^ per cent, with 
<he intention of purchasing the land belonging to the borrower. In plains areas they 
^end to their brethren at high rates. As a matter of fact in the Gonda and Bahraich 
districts the agriculturists are financed by their prosperous brethren. 

Question 13. — ^The banking habit is of slow growth in these districts because 

the majority of people are ignorant, illiterate and poor. They are not in touch with the 
banks. Further, they can get more interest by lending to agriculturists and 'others than 
what they would get from banks. But in our opinion it is increasing among the educated 
people. Investment habit is not, however, lacking except among the hill population who 
have expensive habits. 

In our opinion people should be educated to invest their savings in productive 
undertakings by propaganda, but coercion should not be used. Further, the banks and 
banking firms should be brought more into touch with the people in order that they may 
unrh^rsfand the benefits of depositing their savings in banks. 

B, — Cheque habit. 

Question 1. — ^The cheque habit is growing in towns, where there are facilities for 
using cheques. 

Question 2. — The abolition of stamp duty on cheques has increased the use of 
cheques at those places w^here banking facilities exist, but not the opening of many 
new accounts. 

Question 3. — Only educated persons and traders who can obtain overdrafts from 
a bank and those who have knowWge of the benefits arising out of the use of cheques, 
use them. 

Question 4. — Our suggestions for further promoting the cheque habit are — 

(t) Every payment by Government, semi-government institutions and public 
institutions should be made by means of crossed cheques irrespective of the 
amount so that the receiver will naturally open an account in a bank. Our 
experience at Banikhet has been that the adoption of payment by means rf 
crossed cheques by the Controller of Military Accounts has led to the 
opening of several new accounts by traders who did not ever know the 
system of banking accounts. This system of paying by means of crossed 
cheques has not been fully adopted at present and it is suggested that 
every payment by government and public bodies should be made by means 
of crossed cheques. 

fif At present people do not use cheques to a gi’eat extent because bsnks 

located at great distance from bnsiness quarters and they and ™ 
treasury raise great difficulty in aecep^ing vernacular endorsements, as 
a result of which the holder has to pav High charges to the identifiers, 
who are mostly mJeih in mufassil towns where pavment is made by 
ernment trensuries; The banks and government treasuries should liberalise 
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their present policy of obstruction and should be brought more m touch 
with the public whom it should accord every facility and assistance. 
Our experience has been that since we allowed vernacular signatures and 
endorsement more freely the number of accounts has increased. 

liU) Encouragement by Oovernmeut to indigenous banhers to open banking houses 
on modern lines where they do not exist at present by recognising their 
position as Oankers. At least it can influence its district treasuries to 
open such branches at every important tahsil by giving them facilities 
and assistance, and depositing funds received for disbursement in the 
district, which can be paid by means of cheques. These indigenous 
bankers can be co-ordinated with the proposed reserve bank so that cheques 
drawn on them can easily be accepted at distant places. 

(in) In place of the present system of money orders the post office may intro- 
duce a system of issuing drafts in the form of postal orders, but this 
system can be possible only when the post office authorises the 
peons to take the money to the holder, and simplifies the process 
of identification of vernacular endorsements and thumb-impressions, — other- 
, wise great hardsh'ps will follow. 

(v) Government treasuries should receive cheques in pavment of its dues, pro- 
vided that they are drawn on a bank or a banker in the same station. 

Post offices may open cheque accounts at stations where there are no banks 
or indigenous bankers working on modern lines. But the amount of money that can be 
received in any year should not exceed Bs. 2,000 and not more than three cheques a week 
should be drawn. 

Question 5. — ^There cannot be any safe device for an illiterate to use cheques. Thuihb- 
impressions of an illiterate person will have to be identified and verified by an officer of the 
hank every time that a cheque is drawn. Leaving some banks forms with the drawer 
after the thumb-impression has been identified or allowing of seals will lead to forgeries 
and fraud. 

C^^Vernaoular scripts in hanking. 

Question 1.-— The Government banks, post offices, etc., should freely accept ver- 
nacular endorsements. Pass books and cheque books should be made in any vernacular of 
the locality as desired by the depositor. As vernacular-knowing munims are cheap and 
efficient, vernacular accounts in book-keeping should be encouraged. 

Question 2. — Of all the vernaculars Devanagri characters can and should alone be 
recognised in banking. We would not recommend the use of mrafi characters as they 
are not decipherable by every one. 

D, — Imperial Bank of India. 

A branch of the Imperial Bank of India was opened al Naini Tai in 1923. 
There are no branches in other districts. 

The bank has played very little part in encouraging the investment habit among 
the poor people as it is not very much in touch with the general public, but as it is 
the banker to the Government and is considered a safe institution it has received many 
deposits from moneyed classes. Its rates of interest for deposits were at one time very 
attractive but now they have been reduced. 

As the Naini Tal branch is not situated in a commercial and industrial town It has 
promoted trade and industry to a negligible extent. Other branches are not in touch 
with the commercial public in mufassil towns. 

As the Imperial Bank of India is competing with the joint-stock as well as with 
the indigenous bankers, it has done very little to promote o^her banking institutions. 
Every possible obstruction is put in the way of indigenous bankers. It raises all 
forts of objections whenever a depositor wishes to withdraw his depos’ts through an 
indigenous banker and returns the deposit receipt and other letters of request with new 
objections every time that they are presented instead of making all the objections at one 
|iine. This gives an impression to, the clients that the indigenous bankers are lacking 
knowledge. Instead of encouraging and consolidating indigenous bankers, they are 
drawing large funds from them in, the shape of deposits. 
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No facilities are granted by the bank to agricultnrists or the financiers of agricnl- 
turistSy except that at some places money is advanced against grain. 

The bank does not generally grant loans on personal security or against landed 
and house property. It has theiefore done nothing towards reduction in the rates 
of interest. For the general public the advances that it makes are on gilt-edged security 
which only few businessmen hold. Further one who has such securities finds it 
profitable to sell it in the open market rather than pay higher rates of interest to the 
bank on an advance on its security. 


(For oral evidence, see pages — ^138.) 


Maasns DtmoA Sah, MosAi? Lal Sah and IjaijA Ddsoa Bishek Xjal Sah. 



( 132 > 


ORAL EVIDENCE!. 


Lucknow: March 5, 1980. 


Present : 

Mb. E. a. H. Blunt, c.i.e., o.b.e., i.c.s., m.l.c. ... ... Chairman. 

Bai Bahadur Pandit G. S. Upadhya, b.a. 

Mb. Mohan Lal Sah, m.a., ll.b. 

Dr. Badhakamal Mukebjee. m.a., pb.D.... 

Dr. L. C. Jain, m.a., ll.b., ph.D. 

Mr. P. M. Kharegat, i.o.s., Begietrar, Co-operative Societies, United Provinces, 
also present. 


Members. 

Secretary. 




{Witnesses : Mr. Bkhari Lal Sah, of the firm- of Messrs. Durga Sah^ Mohan Lal Sah^ 
Bankers, Ranikhet, Almora and Naini Tal and Bai Sahib Babu Gopal 
Lal, of the firm of Lala Durga Bishen Lal Sah, Bankers, Gonda and 
Bahraich.) 


Mr. Sail. : You say in your memorandum that the Lucknow brancli of the Imperial 
Bank of India has accorded much better facilities to both of your firms than other banks. 
What are those facilities? Could you please state them? — (Rai Sahib Bahu Gopal Lal) : 
There are many. — (Mr. Behari Lal Sah) : For instance, they have printed our names Durga 
Sah, Mohan Lal Sah in our cheque books; the second is that they do not charge anything 
for the cheques which are returned — ^I mean postal charges, — and the third is that they do 
not charge any brokerage. Other banks do charge 2 annas per cent, as brokerage. 

The Chairman : Is that a common practice of the Imperial Bank? — (Rai Sahib Bahu 
Gopal Lal) Of the Lucknow branch. 

In other words, they treat you as you would expect one bank to treat another? — 

Yes. 

Mr. Sah ; All the other banks don’t treat you as one bank should treat another? — ^We 
mean that all the branches of the Imperial IBank as well as other banks should treat 
us in the same way as the Lucknow branch. 

Mr. Behari Lal : In Baniket there are no other banks. 

Rai Sahib Babu Gopal Lal : One thing more. If there is a small overdrawal and 
the funds are there, they meet it and inform us that the amount has been overdrawn and 
they request us to make it good. 

Mr. Sah : What is the usual amount they allow you to overdraw? — (Rai Sahib 
Babu Gopal Lal) Lucknow allow us up to Bs. 1,000, and the other banks not even 
Bs. 100. 

The Chairman : Do you keep an account with these other banks you are men- 
tioning? — ^Yes. We keep accounts in Allahabad, Lucknow, Naini Tal, Bareilly, Calcutta 
and Bombay. 

Mr. Sah : Are these facilities given to you by the Lucknow branch of the Imperial 
Bank ? — Yes. 

And the other branches do not give you the same facilties? — ^No. 

Can you assign any reason why they are not able to give you the same facilities? — 
I do not know. They must be treating us as a special class of bankers. We cannot 
say. It is their decision; not ours. 

You suggest that the directors of land mortgage banks should be elected by those 
shareholders only who belong to the agricultural classes either as landlords or tenants. 
Do you think these agricultural classes have sufficient knowledge to elect competent direc- 
tors who will be able to inspire the confidence of the creditors of the banks? — I think so^ 
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You mean to say that there will be a suhicient number of educated persons among 
4he agricultural classes? — ^They will elect a man out of them who will be sufficiently 
competent; and these recent district board and council elections have taught them bow 
to elect a man and whom to elect. And there are Government nominees there; they will 
help* them and watch the proceedings. 

You have recommended that the sh«areholders should have a right to vote on the 
following scale : — 

Holders of 1 to 5 shares ... ... ... ... 1 vote. 

Holders of 6 t6 21 shares ... ... ... ... 2 votes, 

and so on. Would not this system of graduated voting discourage large subscriptions as 
well as lead to a system of nominees whereby a syndicate or a group of persons would bo 
able to command a large voting power and defeat the limitation on votes? Supposing 
one n^an is given one vote for every share held; he will be tempted to take more votes. 
Then under this system if he has 1,000 shares, he will have 1,000 votes. — ^But then 
he will have a monopoly. 

In other words, you want that bank to be run on co-operative rather than joint- 
stock lines, BO that there need not be any monopoly? — ^Yes. Those tluit want more votes 
will subscribe more. 

But under your scheme, supposing a person gets 100 nominees and piirchaBes 100 
shares in the name of 100 persons, he will get 100 votes. — ^It is very difficult to get all 
100 people of his own accord and of his own sweet will to do whatever he likes. 

But then under your scheme why don’t you give one the right of having one vote 
only, whether he has 100 shares or one share? — I do not think the whole amount will 
be subscribed. We have gven one vote for one to five shares and more votes for extra 
shares. 

You have suggested that debentures should carry interest at one pur cent, above 
the fixed deposit interest rate of the Imperial Bank. Do you mean that this rate should 
vary with the fixed deposit rate of the Imperial Bank of India?— No. This is only a 
guide, because the Imperial Bank rate is always according to the market fluctuations, and 
Government’s borrowing policy is also determined by that rate of interest. 

So that this Imperial Bank rate is only a guide? — ^Yes. We moaT'i that one per 
cent, might be charged when we float debentures, so that we might get more share- 
holders. 

You recommend that the directors of the land mortgage banks should be members 
of the all-India institution which should co-ordinate provincial land banks. Do you 
mean that the directors should be members of the all-India institution? — No; they should 
send their representatives. 

So you would like that only provincial mortgage banks should send their 
representatives? — There should be a group of land mortgage banks in the country and 
there should be a provincial bank. That is my idea; and the provincial bank will send 
their representatives to the all-India institution. 

The Chairman: So you mean representatives only of provincial banks? — Moreover, 
there will be one or two meetings in one year. 

Mr. Sah : In part J you have given us these rates for hundis at Plaldwani and 
Bamnagar. Are these rates uniform for all amounts or do they vary with the amounts? — 
(Mr. Behari Lai Sah) They vary in season. 

Do they vary with the amount? — ^No; only seasonally. 

The rates are the same for larger amounts as well as small amounts? — ^Yes. 

You state in your memorandum that banks do not allow even small overdrafts. 
Does this refer to only those cases where no suitable security is forthcoming, or does 
it relate to other cases in which suitable security can be furnished? Are they covered 
by security or without security? — Suppose we have got a credit account of Rs. 950 and we 
have drawn a cheque for Rs. 1,000, then they will refuse it. 

Rai Sahib Babu Oopal Lai : They have done it, and in this way they degrade us 
i)efore our clients. 
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The Chuirman : I can tell you the case of one very big businessman in India vrhosm 
cheque for a lakh was dishonoured because his account was eleven annas short. 

Rai Sahib Babu Gopal Lai : It is very disgraceful. 

The Chairman : You have got to remember that a thing of that kmd is generally 
done by a clerk who is likely to be fined if he allows an overdraft. It is disgraceful, as. 
you say, but as often as not it is not the bank’s fault; it is the clerk’s. 

Mr, Sah : Are there any complaints in your town that you refuse to accommodate 
people? — (Rai Sahib Babu Gopal Lai) It is our look-out to see whether a mon is sound 
or not. If we find him unsound, then we refuse to accommodate him. 

Do not the banks have the same consideration when they refuse credit when you 
go to ask them for it? — One thing more. We do not want a loan from the bank; we 
only want acconunodation as a temporary measure and only to see that our bills bX6 
honoured. 

The Chairman : I am not quite sure if Mr. Sah is not being unfair to you or merely 
trying to have a joke at your expense. 

Rai Sahib Babu Gopal Lai : Only we refuse loans — not overdrawals of small- 
umounts. 

The Chairman : This kind of thing is generally nine times out of ten due to the 
fact that human nature is imperfect. 

Mr. Sah : You make certain suggestions and say that supply bills should be 
issued free to approved bankers. How should we approve these bankers? — (Rai Sahtb 
Babu Gopal Lai) We have discussed that in our memorandum. The indigenous banker 
should be approved by the Government. 

The term indigenous banker is rather vague. How would you approve the- 
bankers? — ^We mean the banking firms. 

Only firms like yourself or other firms as well? — ^It is not fair that we should, 
include only ourselves. I mean the banking firms that do only banking business and. 
not those that deal with grain dealers and others. 

And would you include the sarrafs under this? — ^Yes. We have got none in our 
district; in other districts there are. 

What will prevent these bankers from taking large commissions from their cus- 
trimexS? — This is already settled at 2 annas per cent, on supply bills. They could of 
course, send by half notes, but that is a little risky. 

You suggest that the Imperial Bank of India should accommodate indigenous* 
bankers up to a fixed limit which should be determined by mutual consultation. Will 
you please explain fully what you mean by mutual consultation? Should the bank 
be free to reject the recommendation of such mutual consultation? — ^^^^hy should we. 
refuse this when we have come to a mutual agreement and we have settled that the- 
bank will give us an overdr awal. 

How will it help you if the bank by mutual consultation refuses to give you 
any credit ? — We will try to give the security that is wanted or we will go to some' 
other bank. That is the natural course. Of course, mutual consultation means that we 
will exchange each other’s views. 

There are two questions more. You say that the Imperial Bank should allow 
credit facilities on the security of an equitable mortgage to indigenous bankers. Should 
this be a permissible or compulsory security? That is to say, should it be made per- 
missible for the bank to allow an overdraft against the security of equitable mortgages- 
or should the bank be compelled to grant overdrafts? — They should be compelled. It 
is only for short periods that these overdrafts will be wanted. 

So that you make these equitable mortgages only for short periods, not for long" 
periods ?~-OnIy for short periods. For long periods it may not be done. 

iou recommend that the agencies of the Imperial Bank of India or the proposed 
Beserve Bpk should be entrusted to indigenous bankers under certain con- 
ditions. Will you please clearly and fully state those conditions? Will not the bank- 
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insist on the inspection of accounts? How would bankers take such inspection? — 01 
course, when agencies will be given to the indigenous bankers, they will know about 
their status first and take sufficient security, and then make us or others their agents; 
and the business which the indigenous bankers will transact will be in the name of 
the bank and their inspections will be regular. They can inspect cash accounts generally 
say weekly or daily, according to the volume of business. 

So your conditions are that you will do business in the name of the bank, that 
you will submit accoun'^s to the bank daily or weekly, and those accounts will be 
open to msprction by the bank? — Only that part of the work which is done by vs 
for the Dank, not our own accounts. 

The Chairman : You have just been talking about indigenous bankeis being agents 
of a joint-stock bank. Do you know of any cases where they are so already? I have 
heard occasionally of indigenous bankers who described themselves as sub-agents, we 
will say, of the Imperial Bank in a place where there was no branch of that bank. 
Are there many such people ? I have only heard of one man myself ; there is a big 
Aligarh merchant who was a sub-agent of the Imperial Bank there. Do you know o* 
others? — At Chandausi there was one. The spade work is done by us and the Imperil 
Bank come in ; we clear the ground for them and they come in and reap the harvest. 

You say that three banks are doing business on modern lines. Do you know 
of no others elsewhere besides these three? — There is a firm in Lucknow, and there is 
another at Dehra Dun. 

I merely want to know how many there are. I have heard of seven : one in 
Agra, two in Meerut and one in Dehra Dun and yourselves (three). T just want to 
get roughly an idea of how many firms there are like yourself. — (Witness) We will let 
you know. There is one at Boorkee. 

Could you do it fairly soon? At the present moment with one at Boorkee it 
makes eight. I just want to know what you actually mean by arhatias^ The word seems 
to be vague. In the first place there are commission agents for retail salt; then I have 
also heard about commission agents for wholesale. — (Witness) ; This depends on the 
volume of business in the market. 

The trouble is that there are also persons who are go-betweens between the heo- 
pan and the pakka arhatia. — (Witness) : The word arhatia is used for all these three 
sorts of persons. 

Then I may take the word arhatia to mean commission agent of any sort? — 

Yes. 

Does he also keep and do some financing? — ^Yes, he does some financing wmrk 

also. 

So he is a middleman. He may buy stuff for the retail trade ; he may buy fer 
the wholesale trade or he may not do cither. He may just introduce a trader fo a big 
arhatia*> 

Dr. Radhakamal Mukerjee : Are there kachcha arhatias and pakka arhatias in 
Gonda and Bahraich? — There is no such distinction in Gcnda. 

Mr. Sah : I think the distinction between the kachcha arhatia and the pakka 
arhatia is that the former supplies only one or two consignments to the trader, while 
the latter acts as his regular commission agent. 

The Chairman ; So he is after all the commission agent. Have you noticed the 
tendency that the arhatia is becoming more and more a financier of the individual 
cultivators? — ^No. I do not think he supplies money to the villagers. 

I am telling you what I have been told. It is said that there is a tendency for 
the arhatia to cut out both the mahajan and the sahukar. 

Or. Radhakamal Mukerjee : It has been stated that grain dealers advance money 
to ponywallas. — (Witness) But they do not advance money to the cu’tiva*^ors. 

The Chairman : Is it your experience that these arhatias are supplying money 
to the villages more and more? — No. I do not think they will do that. Arhatiae 
finance the grain dealers only when there is much demand for money; where there is 
a bank existing the arhatias do not finance at all. 
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Do you think they finance the heopari, who in his turn advances money to the 
■cultivator? — ^No, they never do so. 

Well, the point is this. You have your shroff, or big arhatia, at the top; he now 
supplies money direct to the villagers, who used to borrow money through the mahajan. 
Is the arhatia not trying to eliminate this mahajan and to deal with the cultivator 
direct —No. The arhatias never go down to the cultivator. There is another thing. 
The banks are now advancing money on the security of grain, and these arhatias are 
Jiowhere in the matter of financing. The grain dealer goes direct to the bank for an 
advance. 

However, the main point is that there are kachcha arhatias and pakka arhatias. 
They may or may not exist at every place, but the one is smaller and the other is a 
bigger commission agent. 

Dr. Radhakamal Mukerjee : They exist in Hapur and Hathras and not in eastern 
districts? — I cannot say about those places. 

How do hanjaras advance money? Is it also a fact that these banjaras are some- 
times financed bv the Allahabad Bank? — Yes. The Allahabad Bank does finance these 
banjaras at Moradabad. 

Have you come across instances in which financial dealing between the hanjaras 
and the primitive agriculturists, viz,^ the Tharus, etc., is prejudicial to the latter to some 
extent? — In the Tarai and Bhabar portion of the Naini Tal district there arc such 
cases. 

Who are the financiers there? — ^Big landlords and Chaubeys of Kashipiir 

Mr. Sah : Do not the hanjaras also finance in some tahsils? — ^Yes, they do. 

Is it a fact that the charges of the hanjaras are so exorbitant that the cnltivaiors 
cannot bear them, in spite of the fact that they produce rich rice crops? — ^Yes, that is 
Die case in the Tarai and Bhabar portion of the Naini Tal district. 

The Chairman : So the hanjaras are apt to loot the cultivators? — Of course, they 
charge one-fourth and one-half, and this is loot no doubt. 

Dr. Radhakamal Mukerjee : Do they go about the country at the time of both sow- 
ing and harvesting and collect their dues? — ^Yes. 

Do they also go about in Gonda? — ^We have no hanjaras in Gonda. Thcr^^ we 
have cartmen. 

Mr. Sah : What la the average profit of a cartinan? — There are many kinds of 
cliarges that have to be paid for the carting of grain from the field to the niarke*^ and 
Die jxior carlman gets only about four annas a maund. He cannot make muds ou( of it. 

Dr. Radhakamal Mukerjee ; You say that it may be useful to introduce the ware- 
house system on the certificate of which credit may be obtainable — ^Yes. 

What kind of warehouses. State or private, do you think will be suitable? — ^Tho 
private warehouses will not have sufficient funds with them, and unless the fitate helps 
Diem they will not be successful. 

Mr. Sah : Do you think that these warehouses should belong to Government? — 
Government could license them. 

You mean that they should be private? — ^Yes. 

You know that the warehouses grant receipts for grain stored therein and those 
receipts are negotiable and they can be pledged to the bank instead of pledging the 
grain itself? — I think private warehouses can do this if they are licensed by Govern- 
ment. 

In that case grain stored in private warehouses will have to be taken if* Die 
railway station for export. Do you think it will be better if these warehouses are 
established by the railways themselves? — ^The railway companies 'would never do it. 

Dr, Radhakamal Mukerjee : State railways can do it. — (Witness) : Yes. 

Will you have both Government and private warehouses? — ^There is no harm in 
that, but generally people will go to the State warehouse. 

Mr. Sah : Do you think that these warehouses will be successful if banks are 
willing to advance money on the receipt of the warehouse? — ^Yes. 
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Mr, Kharegat : How will you prevent the deterioration or waste of the gram 
collected at the warehouse? — ^La i^vancing money we will allow a certain percentage 
for wastage. . Suppose there • is 100 maunds of grain : we may advance only, say, on 75 
maunds and 25 maunds may be excluded for deterioration and wastage, etc. 

You say that if co-operative societies are better organised and extended they will 
help much in meeting the demands of poor agriculturists. What sorts of demands are 
you referring to? — mean both kinds, productive as well as non-productive. 

As you are in touch with indigenous banking, can you suggest any way in which 
the indigenous bankers can help these co-operative societies? — ^How can we help them? 
They would not trust us and do not like to put their money with us. At Bahraich 
the co-operative society did not deposit its funds in our bank, but went to another person, 
who coidd not pay back the money on demand. 

Rai Bahadur Pandit G, 8, Upadhya : That may be a special case or the sociotv 
may have made a mistake, but there can be ways in which the society can help you and 
you can help the society. — (Witness) Yes, we have no objection to that. We can 
advance money to the society at the time of its need if they pledge their pronotos. 
but the question is whether the co-operative societies are prepared to recognise us. 

Well, indigenous bankers are already recognised under the Co-operative Societies 
Act, t.e., co-operative societies can deposit their money with indigenous bankers who are 
certified by the Begistrar to be fit persons to take charge of the funds of the co- 
operative societies. — ^The indigenous bankers can advance money to the co-oper- 
ative societies and can keep in deposit their money and pay it back, even if it is 
demanded at midnight. Other banks would not afford so many facilities. 

There is one question about which I would like to have your opinion. Q’hoic aie 
so many village moneylenders who have not got large capital; then there is some r.sk 
involved in their lending because there are so many borrowers who run away with 

their money, and in order to protect themselves from loss they charge higli rates of 
interest. Could not a way be found out to solve this difficulty? Supposing a number 
of village moneylenders form themselves into a co-operative society for the purpose of 
lending money like a central bank, the position of the central bank will be better finan- 
cially and their money will be much more secure than it is at present, because they 

will advance money to the co-operative society. Is there any such possibility of com- 
bination between the moneylenders in villages? — ^This is possible, no doubt, but the 

-question is whether the village bankers will like it or not. That is the question. 

It is in their interest. How can they be made to like it? — I do not think they 

will like it. 

At present every individual village mahajan stands to lose money. — ^Yes, that is 
right, but villagers are still more honest than the people in towns. 

But s(tnetimes it so happens that the borrower is helpless an(f cannot pay, but 

if he is a member of the co-operative society the money will be realised because there 

will be a joint liability, and in this way the mahajan will benefit. — (^Witness) : The 

mahajan can ask to have a joint pronote from three or four persons just as we do. 

We generally take t\vo sureties. Probably you also mean that by combining into a 

co-operative society they will have other advantages under the Act, viz.t the advantage 
of attaching the property, etc. 

Yes. We cannot give this advantage to an individual. — (Witness:) We can try 
it and see whether it is successful or not. 

The Chairman ; The question is whether you will be able to induce them to 
'Combine. 

Rai Bahadur Pandit G. 5. Upadhya : I think the best thing would be to ask 
them to become members of the society. — (Witness) To that they will not agree, be- 
-cause it will be a society of unlimited liability. 

No, there will not bo unlimited liability; it will be limited liability. — (Witnesz)' 
On the whole I think it would be a good idea. 
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Mr. Sah : Supposing there are ten indigenous bankers who form a co-operative 
society who will be the managing director of the society out of those ten? Will* 
that question not lead to quarrels among them? — But that can be decided by a majority 
of votes. 

Do you think that the village moneylenders are intelligent and educated enough 
to form themselves into a co-operative society? — I quite realise that they will not like 
the thing. 

(The Chairman thanked the witnesses, who withdrew). 
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Messrs. Rai Sahib ANTI RAM SAH and Sons, Bankers and 

Agents, Almora. 

Replies to the questionnaire. 


I. — Agrtgultubal credit and credit facilities. 

Part D. — Credit facilities in respect of agricultural production and marketing. 

Ouesfinns 1 and 2. — No parts are played by any credit agencies in providing agri- 
cultural credil for crop production or marketing crops. There is need for a bank or 

banker who could lend out money at the usual rate only for the days it is kept by 

the cultivator; but at the same time the bank should have protection of some kind 

so that litigation would be avoided. If this can bo solved, a licensed bank or tankers 

should be appointed for particular areas with particular powers. It will be the duty 
of the banker to meet the need in that area. 

Government may make test examinations of the accounts of the hankers to see 
if he IS satisfactorily doing this. 

Question 5. — ^In respect of agricultural credit a capital of one iakh to each sub- 
division of this district will give a nice start. This is based on a requirement of 
Eb. 8,000 for each patti. In this district there are four sub-divisions so 4 lakhs capital 
is required. 

Part E. — Land mortgage hanks. 

Question 1. — Long-period loans are obtainable in the district by landlords and' 
tenants of various kinds. 

Question 2. — Such loans are available on the security of irrigated lands. 

Long-period borrowers have no sources of income except the produce of their land 
which is sufficient only for their maintemince, and they are unable to pay anything towards 
interest and principal — hence lenders hesitate to make advances. 

Question 4. — Occupancy rights in case of the rightful owners do serve as ade- 
(jua^e security for long-term credit. No modification of the law is required with a view 
to increasing tho value of such security. 

Question 5. — The establishment of a land mortgage bank would solve the problem 
of 'ong-term advances in this district. 

Question 6 . — Here one bank confining its business to farmers, small landowners 
and big landowners of each sub-division should be organised. If, say, after a period of 
ten years the work should increase, there should be two banks to each sub-division. 
These banks should be connected wdth one another. 

The share capital of the land mortgage banks should be obtained from subscribers 
as far as possible; the rest should be Government capital. One lakh will be required 
at the start and the bank should have power to increase the capital according to the 
volume of business. 

I'he management should be under directors appointed by votes of the share- 
holders. 

Ihe period of the loans should be twelve years. One-third of tlu market, value 
should be advanced. 

^’he land mortgage banks should obtain capital from deposits, debentures, and 
a central institution. 

debentures should carry a government guarantee for principal. If they are not 
taken up by the public in a certain time the Government should take up tho balance. 
The debentures should rank as trustee securities. 

To safeguard Government against loss rules should be framed on which the 
manager should work in consultation with directors. If the directors over-rule them, 
the manager should refer to the sub-divisional officer. If the manager is overruled and''' 
loss is sustained, he should be liable to make good any loss arising from neglect of the' 
rules. The manager will have to give security. 
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T ) assist the land mortgage banks the issue of certificates of encumbrances by the 
registration office should be free for the first six years of its existence and at a nominal 
charge thereafter. There should be charges of stamp duty and registration but court 
fees should be abolished. When the registration office certificate is received notification 
of proposed mortgages in the newspaper which has the largest circulation in the district 
should be made twice in a month to avoid disputes, etc. In case of non-payment the 
property mortgaged should go to the bank as sold without any reference to court. De- 
faulting estates coming into the possession of the bank should be sold at once or by 
pieces according to the convenience of the villagers. If these villagers are short of 
money new mortgages should be obtained from them. 

A provincial land mortgage bank should be co-ordinated under an all -India insti- 
tution. The constitution of such institution should be like that of a sub -divisional 
land mortgage bank but the authority for reference in case rules are ignored by directors 
should be the district magistrate. The manager will have to bear any loss due to 
failure to observe the rules. 

Question 7. — Here the prices of land differ according to whether it is irrigated, 
unirrigated, first class, second class or waste. If the land for sjilc is needed by a co- 
villager it will obtain a better price. 

Part F. — Co-operation. 

Question 1. — No relations exist between banks in India, and all have 1o depend 
on their own resources. 

Question 3. — The amount of capital available for financing the co-operalive move- 
ment in the district is sufficient. 

Question 4. — Financial concessions such as the exemption of co-operative societies 
from income-tax or the inclusion of the debentures of provincial co-operative banks in 
the list of trustee securities are necessary to stimulate the growth of the co-operative 
movement. 

Question 5. — A co-operative movement which is of a local nature will only be success- 
ful in this district. 

Part J. — Internal remittance and negotiable imtruments. 

Question 1. — There are no facilities available to the public for internal remit- 
tance. Here banking is very backward. If bankers are licensed the system will impro\e. 

Question 2. — Negotiable instruments play no part in the internal trade of the 
province. 

Question 3. — t^upply bills do not facilitate internal remittance. 

Formerly supply bills were issued by the treasury here on any plains towm, but 
now they are only issued on Bombay. When anyone desires to get a supply bill on 
-another town he has to obtain the permission of the Currency Officer, NortWn India, 
Delhi, which is a laborious matter to the traders who are illiterate in English. 

Question 4. — In this district there are no means of extending the use of bills 
of exchange. 

Question 5. — I w^ould approve of the extension, cheapening and improvement of 
post office agency for handling internal remittance. 

Question 6. — Hundis are not current in this district. 

Question 7. — It is possible to borrow money during the process of marketing on 
the security of any kind of instrument of ownership, for instance on railway receipts, 
deposit receipts, life policies, and mortgage-deeds of immoveable property. No difficulty is 
-experienced in this matter. 

II.— Indigenous b.\nking. 

A. — Organisation of indigenous banking. 

Question 1. — In this district the indigenous bankers keep current accounts, receive 
7 :fixed deposits lend out money, cash out-station and foreign drafts and cheques, grant 
dhieques on stations in which they have agencies and collect bills and hundis from out- 
stations. These persons do other business besides their own, but banking is the 
ijpidncipal business. 
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i^ueation 2. — Indigenous bankers finance agriculturists and also traders but the 
latter only give personal security, in industry only a few are financed by indigenous 
bankers. 

Question 3. — ^The capital of an indigenous banker is generally a lakh or more, while 
he does business to the extent of two to three lakhs. His expenditure on outside 
labour is Rs. 1,000 or Rs. 2,000 yearly. He has a net return of 12 per cent, per annum 
on capital. 

Question 6. — In regard to accounts, the method is to keep a journal and ledger in 
vernacular. 

The amount received is credited to the name of the person from whom it is 
received on the left side, and the amount paid is debited to the name of the person on 
whose account it is paid on the right side of the journal. 

In the ledger a separate account is opened for each person and in it are posted 
all the entries of his account from the journal. 

B. — Raising of funds hy indigenouff haulers. 

Question 1. — Hundis are not used by indigenous bankers in this district, but drafts 
and cheques are used to the extent demanded by traders and the public. 

Question 2. — Indigenous bankers keep ready money to meet all demands made 
upon them and they are trusted by the public. They are self-supporting in their business 
and some keep cash credits with the Imperial Bank of India and the joint-stock banks. 

Question 3. — Indigenous bankers receive deposits in current account and also 
fixed deposits. In current account they do not allow interest. 

On fixed deposits they allow the following rates of interest : — 

6 per cent, per annum for two years. 

4i per cent, for one year. 

bj per cent, for six months. 

During winter 3 per cent, for three months. 

('. — Advances by indigenous bankers. 

Question 1. — Indigenous bankers give loans in the loUowlne method! 

(*) Pro-notes. 

(ii) Pawning or pledging of ornaments. 

(Hi) Mortgage of bouses or landed property. 

(iv) Overdrafts on current account, but this is only given iu approved customers. 

The rate of interest varies from 7} per cent, to 12 per cent, according to the 
season. 

Question 2. — ^It is not possible to improve the organisation of banking in such 
a way as to reduce the present rate of interest. If it were possible, such reduction would 
benefit the agricultural community. 

Question 3. — Clients get copies of their accounts from bankers. Bankers have 
no objection to clients inspecting their accounts if they wish to do so. 

D. — Exchange and money market. 

Question 1. — There are local exchanges and money markets, at Almora and Rani- 
khet. These are linked with Bombay only. 

Question 2. — There are no brokers in the exchange and money markets. 

Question 3. — ^In this district cheques are purchased from bankers for remittance 
at annas 2 pies 6 per cent. They are not sold to obtain credit. There are no seasonal 
variations in the rate. 

Question 4. — The local market is not influenced by any organisation sudi' as the 
Panchayat Sarafa of Delhi or the Shroffs Association of Bombay. 

Question 5 . — The trade of the markets in this area is governed by local usage. 
The goods are supplied by arhatias (commission agents), who collect from buyers hy 
instalments of say Rs. 10, 16 or Rs, 26 per diem according to quantity of goods suppliea. 
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E. — Defects of indigenous banking. 

Question 1. — ^Indigenous bankers in this locality are considered by the public to 
^e friends m need. 

Questions 2 and 3. — No legal or other difficulties are experienced by bankers in 
• carrying on their business. But they are not sufficiently protected in law but require 
additional safeguards and privileges. 

Question 5. — Indigenous bankers are able to meet all acceptable demands for 
accommodalion, but their resources could be extended if the Imperial Bank of India 
were prepared to advance money on mortgage-deeds obtained by indigenous bankers. 

F. — CO‘Ordination. 

Question 1. — An indigenous banker has no local business relation with other banks^ 
but in the case of out-station banks they undertake the collection of foreign cheques, 
bills and drafts and keep fixed deposits for emergency. 

Indigenous bankers do not get preferential treatment over other customers from 
the Imperial Bank of India and joint-stock banks. 

Question 2. — Co-ordination between indigenous bankers and other banks exists 
only in so far as cashing of cheques, bills, drafts and government securities are con- 
.perned. Better co-ordination is desirable in the matter of financing of money on mort- 
gages and other securities held by them. A provincial bankers’ association would be 
a good thing provided it was composed of bankers who are certified to be of reliable 
position by Government. 

Question 3. — It is costly to collect cheques on indigenous bankers working in 
mufassii towns. I suggest as a remedy that where indigenous bankers are unable to 
collect cheaply cheques on mufassii towns, the post office should collect it on receiving 
from indigenous bankers a commission of 4 annas per cent, or part thereof and pay 
the proceeds after collection to indigenous bankers from whom the cheque is received. 

G. — Consolidation of indigenous hanks. 

Question 2. — Indigenous banks would secure an increased clientele if they were 
recognised by Government. 

The conditions of recognition should be the same as those existing with recognised 
joint-stock banks. 

Question 4. — To some extent money lies idle in the hands of bankers in June to 
October every year. 

During this period it is kept in current account at Bombay where 2 per cent, 
interest is obtained. But it is possible to improve the organisation of lending and 
borrowing so that these funds may remain in the district and find remunerative employ- 
ment there. 

Question 5. — The indigenous banking system in my locality is connected with 
the principal money markets outside the province. This connexion takes the form of 
collection of cheques, drafts, bills of exchange, keeping current accounts on 2 per cent, 
interest and fixed deposit for emergency. 

A central reserve bank is desirable to create a bond of connexion between all 
the elements of the banking system. The indigenous bank should be introduced to 
the central reserve bank through the district magistrate. 

H. — Defects in statutory and customary law regarding recovery of debt. 

Question 1. — The statement that one of the chief difficulties in securing cheap 
credit is the existing judicial system is true. From the time a creditor gres to court 
a good deal of his time is lost. He loses interest from the date he files his suit 
to the time he gets a decree. He has to pay and incur various charges which are not 
added to the decree. In attaching the property the staff complicate matters so that even 
llie morlgaged property is not attached, and various objections are put. All this time 
he gets only 6 per cent, interest. 

Interest should be allowed at rate stipulated but not beyond the usual rate. 
•Greditors should be entitled to report to the presiding officer the conduct of any staff 
making untrue reports and without any eburt-fee. 
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ni. — Investment habit and attbaotion op capital. 

A. — Encouragement of saving and investment habit. 

Question 1. — The existing banking resources in this district are current and fixed 
^epositgi and the savings bank. These are adequate. 

Question 2. — ^The existing means for encouraging the habits of saving and invest- 
ment are the opening of current and fixed deposits. These require improvement and 
extension. A savings bank is also required. 

Question 3. — The people in my locality are not in the habit of investing in gold or 
silver. But it is customary for them to purchase ornaments. 

Question 4. — Postal cash certificates are popular in this district. But it will be 
possible to encourage their popularity by giving 6 per cent, interest and making them 
transferable like a government promissory note 

Question 4-A. — Anything similar to the national savings movement *in England 
18 not possible in India as but 6 per cent, can save; 96 per cent, can hardly make ends 
meet as they have no business which could give them a small margin over their actual 
requirements. This is the case in towns. But in agricultural areas, this is possible 
►providea subscriptions are collected not weekly but at every crop. 

Question 6. — Post office savings banks afford adequate facilities to the investing 
public and are taken advantage of by all classes. 

Question 8. — ^If municipalities were to afford savings bank facilities, the public 
would not take advantage of them as they would fear that the municipality would 
attach their savings in payment of different kinds of taxes. 

Question 9. — In this district we obtain government securities from banks in Bom- 
bay but the rates charged do not tally with those charged in the province. 

Postal cash certificates are the best form of investment for small agriculturists 

and small investors. In dealing with government securities the following extra charges 

hove to be incurred : — 

(а) In purchasing, 2 annas per cent, on account of bank's commission; enface- 

ment by treasury, 4 annas; registration charges, 6 annas. 

(б) In selling, 4 annas per cent, on account of bank’s commission; brokerage, 

one anna; registration charges, 5 annas. 

Question 10. — The various financial agencies rarely deal with securities other than 
those of Government. 

Question 11. — The people of this district who have surplus money keep it in 
fixed deposits or savings banks or lend it out with a view to earning interest. 

Question 12. — Farmers who have surplus funds are always desirous of purchasing 

additional land. Sometimes they lend to fellow agriculturists on usual rates of interest. 

Of the agricultural population in this district, 5 per cent, are well-to-do, 25 per cent, 
have a capital of Rs. 500, 40 per cent, have about Rs. 26 with them, while 30 per cent, 
are of the very poor class who can maintain themselves only with hard labour. 

Question 13, — Several recent losses through joint-stock banks and companies are 
hampering the growth of the banking and investment habit. 

B, — Cheque habit. 

Question 1. — The cheque habit is growing in India. 

Question 2. — The abolition of stamp duty on cheques has led to increase in the 
use of cheques and the opening of more banking accounts. 

Question 3, — ^All classes are now using cheques. 

Question 4. — Payment by cheques to all will further promote the use of cheques. 
Post offices should open cheque accounts. 

No interest should be allowed. 

Messbs Rai Sahib Anti Ram Sah and Sons. 
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Question 5. — ^[Thumb marks are safbcient to enable the illiterate to uso cheques 
but each operator should keep with him a box containing accessories for giving clear 
thumb marks as in registration offices. 

C . — Vernacular scripts in hanking. 

Question 1. — The English forms should be translated and printed in the manner 
in which English forms are printed. 

Question 2. — Clear Nagri or Persian will serve in the United Provinces. 


Hesses. Bai Sahib Anti Bam Sah and Sons. 
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Mp. HARI KISHAN PRASAD, B.A., President, Board of 
Directors, Sat Narain Bank, Jalesar, district Etah. 


Replies to the questionnaire. 


I. — Agricultural credit and credit facilities. 

Part A, — Agricultural borrowing for purposes of production. 

Question 1. — The agriculturists in our area of tahsil Jalesar, district Etah, borrow 
from the Government in the shape of taking loans of grain from government agricultural 
seed stores, but the number of such borrowers is not great as there is no proper advertise- 
ment and the advantages are not fully known to the villagers. To gain practical 
and wide scope for this system of work and to popularize it, it is necessary that it 
should be extended to a sort of co-operative stores with big zamindars and tenants as 
its members or advisers. There should be a central house in each tahsil where seed, 
grain* and implements of husbandry are stored,, and there should be branch committees 
in all Dig villages. Tliese village committees will popularize the system, and will act as 
consulting committees where laons in grain are advanced. These committees will help in 
lealizalions also. At present these Government seed stores do not benefit the agricultu* 
r st much. 

In this town there is no co-operative society except one (which is not strictly 
speaking co-operative) which was started by some Ajmer banker. Its office is situated 
at Awagarh in tahsil Jalesar. Its system of banking is definitely against the interests 
of the agriculturist, though they claim that it is a co-operative banking system. 
Their mode of work is something like this : If a man wants Rs. 100, they take 
Rs. 2 as registration fee, Ks. 3 as admission fee and Rs. 3 monthly for three months 
as subscription fee. Besides this they require the debtor to furnish two more such, 
debtors as himself who pay the same amount of money as registration, admission 
and registration fees. When this process is complete the debtor is said to be advanced 
money by the popular Bank of Awagarh which is a branch of the Ajmer Bank. The 
method adopted is more like the American system of sale by issue of tickets. Thus 
there is no co-operative society in tahsil Jalesar. There is one registered bank at Jalesar 
which IS a banking company under the Indian Companies Act. This bank advances 
money to agriculturists, but only those agriculturists who can offer sound security. 

Of course most of the agriculturists in tahsil Jalesar borrow from village money- 
lenders. 

The purposes for which the agriculturists borrow are those indicated in the 
questionnaire, except building of tanks and agricultural improvements. In Jalesar 
town and in tahsil Jalesar, as also in district Etah, agriculturists do not have 
to boriow for the purpose of building tanks and other agricultural improve- 
ments. The main purposes for which the agriculturists borrow are seed, manure, 
expenses of cultivation, purchase of cattle and subsistence. The general custom in this 
tahsil is that cultivators borrow on every crop from the village moneylenders and 
pay them on the maturity of the crop and if the crop fail, then in the next crop. 
The moneylenders in the village have a monopoly to deal with certain fixed villagers. 
About 75 per cent, of the debt is contracted for payment of rent, seed, manure and 
labourers’ subsistence, which is a recurring charge during every fasl. What 
the average villager does is to take grain for subsistence, for seed and for giving to 
labourers, and cash foT payment to the zamindar, and then, when the crop of rabi 
is over, to square the accounts. Tenants do not generally borrow for repayment of 
earlier debts or accumulated interest. Marriage and other social functions, famine, 
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litigation, sinking of wells are things of occasional happenings. An agriculturist has 
to borrow for these objects, but as they are not recurring, they may be taken as represent- 
ing 25 per cent, of the total debt. Village moneylenders give 75 per cent, of the loans. 

Out of the total debt, 75 per cent, of the debt is advanced in grain and 25 
per cent, in cash. 75 per cent, of the loan is advanced for short periods and 25 per 
cent, for long periods. 

Question 2. — The rates of interest charged for cash advances vary according to 
the circumstances of the agriculturists : his social position, his credit in the market, 
and so on. The interest ranges from Es. 3-2 per cent, per mensem or 37J per cent, 
per annum, to 12 per cent. For loans in kind for seed and for other loans in kind, 
the interest varies from Bs. 3-2 to Bs. 1-8 per cent., or say 37J per cent, to 18 per cent. 

The rates of interest are not at all exorbitant from the point of view of the money- 
lender. The moneylender does not get back all the money he advances, as some of his 
debtors become bankrupt, some debtors become dishonest, and he has to launch very 
costly litigation and still costlier execution proceedings. Then again on the 
death of the debtor, the moneylender gets nothing as the tenancy is not saleable, 
and the cattle and implements of husbandry are not legally saleable. In fact I have 
seen from my experience as a chairman of the board of directors of the Sat Narain Bank, 
Limited, and as a legal practitioner, being a senior advocate, High Court, that as soon as 
an agriculturist debtor who has only a holding and no zamindari dies, the village 
moneylender loses every farthing of his debt, and his execution proceedings end with 
no outturn. Thus, from the village moneylenders’ point of view, the interest is not 
exorbitant; but from the agriculturists’ point of view it is certainly high as they have to 
compensate the moneylender for dishonest debtors in the shape of giving high rate of 
interest Another way of how a dishonest agriculturist tenant deprives the moneylender 
of his ones is the system of sub-letting a holding under a registered lease on a very low 
rent leaving a small margin as profit, and for that too giving a receipt for rent to the 
sub-lessee before the same falls due and is attachable. Thus I have seen that the average 
agriculturist tenants get money on high rate df interest because they have no security 
to offer and also because once the tenant becomes dishonest the moneylender cannot realise 
a farthing from him by process of law. Then, again, there is rivalry amongst money- 
lenders, and as soon as a villager goes to a rival moneylender, he docs all he can to 
deprive the first moneylender of his money. I have seen that a good proportion of the 
tenants become dishonest and the moneylenders have to suffer all this risk. Then, again, 
the moneylender, when he comes to the law courts, does not get more than 18 per cent, 
simple interest. All these circumstances, when taken together, show that the money. - 
lender does not get more than 12 per cent, interest on realized sums. 

No other charge is made in this district like nazrana. 

Question 3. — There is no system of mortgaging standing crops as a security for 
loans, nor agricultural implements. The system of pledging ornaments is very common, 
but this is only with the richer class of agriculturists. The poor class of agriculturists 
have no zamindari or house property to mortgage. 

The zamindar class of persons who take up agriculture do not usually borrow for 
agricultural purposes, but retain the grain of the last crop for such purposes.. Mostly 
tenant agriculturists borrow and they have no land or house property to offer as 
security. Thus the average agriculturist has only his personal security which consists 
of so many bighas of occupancy holding or ex-proprietary holding and so on. 

It is not the case that the better the title to land the more the indebtedness. On 

the contrary, landlords, who take agriculture as their occupation are increasing in wealth 
and are purchasing more property, while those zamindars who are not agriculturists are 
not so prospering. A person with a good title and good security gets loans on very low 
interest and is able to pay back, while a person with no good security has to pay high 

rate of interest and is unable to pay back and always remains a debtor. 

Landlord agriculturists are indebted to the extent of 26 per cent., the occupancy 
and ex-proprietary tenants, to 25 per cent., while the statutory and non-occUpancy 
tenants to 50 per cent, of the total debt. 

There is a general belief among the debtors and creditors that mortgage debt 
is more secure than personal debt, and both the debtors and creditors know that the 
rate of interest on mortgage debt is much lower. I have seen and known debtors who are 
ready to take loans at Bs. 2 per cent., i.e., 24 per cent., and even 37J per cent, per 
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annum, on pro-note, but would not give a hypothecated mortgage even on 9 per cent, 

or 12 per cent., i.e., 12 annas per cent, per mensem or Ee. 1 per cent, per mensem. 

Thus I find that the mortgage debt is not increasing while the personal debt is increasing. 
The reason for debtors not agreeing to give mortgage on land is to prevent their indebted- 
ness being known. 

Question 4. — The usual method of enforcing payment of debt from agriculturists 
IS voluntary payment. The agriculturist pays the moneylender in the hope that the 
moneylender would give to the agriculturists for the crop, and will also insure the 

tenant against famine, distress, rent, and other necessaries. The moneylender and the 
debtors are more or less like insurer and insured. The moneylender insures his tenant 

against all demands till the crop becomes matured. If the agriculturist does not pay, 

there is a quarrel and the moneylender has to spend much money over civil court 

litigation, and then the debtors have recourse to dishonest means to deprive the money- 
lender by having distraint proceedings taken by his zamindar, and thus selling the 

crop before the civil court decree can touch it. 

On account of introduction of railway communications and the telegraph system, 
every villager knows the prevailing rate in the market. Moreover, villagers do not 
get their supplies, except food articles, from villages but have to come to town and 
there they learn the market rate. There is at present no difference between the borrow- 
ing rate and the market rate. 

Question 6. — The tenants do not get full advantage of the Agriculturist Loans 
Act and the Land Improvement Act, as taqavi is not given at all times but only in 
famine and drought conditions. Moreover, the tenants are at the mercy of the patwari 
and other revenue authorities, like kanungos, etc., who are not always sympathetic. Many 
complaints have been brought about the corruption of the patwari. It has been found 
that patwaris and even kanungos have reserved a part of taqavi for making favourable 
recommendations, and at places patwaris have been punished. 

Cultivators as a rule do not borrow more than is necessary. There may be excep- 
tions to the contrary. 

Under the present system of taqavi the patwaris have been found to make illegal 
gains. Moreover, the taqavi is sometimes not given at the proper time. The taqavi 
system is not uniform, but money is given only in times of distress. 

1 would suggest in the interests of the cultivators that there should be a separate 
department for taqavi^ and that money should be given to tenants at all times and in 
all years, and that there should be a committee formed in each village to act as advisors; 
that the money should be given in consultation with such village committee, and that the 
village patwari and the kanungo should have no hand in the distribution of the taqavi^ 
but their services may be utilised for realization. 

Question 6. — In this town or tahsil or district there is no system where culti- 
vators combine together to produce particular crops. It is very desirable that cultivators 
should do so, but this is only possible when particular seed-grain of good quality is 
brought from outside and given to the tenants on joint liability and on the promise that 
they combine to make the produce. Particular crops which are not commonly sown, 
take mere labour and are more risky, and if a number of cultivators combine, their loss 
will be rateable and they will be able to bear the burden. Expense on such production 
is also great and by combination they can put together sufficient resources. 

Question 7. — At present, in the system of agricultural borrowing the tenant borrower 
has no good security to give, and hence he has to pay high rate of interest; then, again, 
he does not get the best grain for seed, and sometimes does not get sufficient money at 
the time when it is most necessary. I would propose that agricultural banks be started in 
all tahsils with a central bank in the district. The agricultural bank should be presided 
over by the District Magistrate as its chief patron and the sub-divisional officers as its 
members, with one paid secretary at the head-quarters of the district. Its vice-presidents 
should be chairmen of the district board and all municipal boards in the district. Every 
central bank of the district should have its branches in the tahsil. The agricultural 
bank need have no separate treasury as the Government treasury is enough. Payment can 
be made by cheque. The realized money should be deposited in the tahsil treasury or 
m the head-quarters treasury as the case may be. Separate accounts should be kept 
at the Sadr and tahsil treasuries as is kept for municipal and district boards. 
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Half the amount should be raised by loans and the other half contributed by* 
Government on fixed interest. To emrare speedy realization of debts from agricnlturists, 
this loan should have a prior claim over other payments like rent. Just as a crop is 
supposed to be hypothecated for money due to the zamindar when distraint jsroceedings 
are taken, so there should be security to such creditors. 

There should also be legislation about the interest realizable. The limitation for 
such suits should be one year only. 

Since India is practically dependent on agriculture, and the wealth of India lies in 
the improvement of agricultural conditions of India, it is very necessary that the agri* 
culturisis should be protected and their condition improved by giving them facilities of 
taking loans at the proper time. 

Sometimes we find that tenants’ and agriculturists’ holdings remain unsown 
I'ocause they have no money and no moneylender is willing to advance to them. 

Therefore, my suggestion is that the tenants and agriculturists be protected by 
legislation limiting the rate of interest, and in turn, that tWe should be legislation in 
favour of moneylenders giving them a first charge over crops for money lent for seed 
j^rains and for the production of the crops when compared to other civil court decrees. 

Part B. — Agricultural borrowing for purposes of marketing. 

Question 1. — People from the town and district head-quarters go to the villages 
and or payment of cash purchase the commodities from the producers, and then 
they bring them to the market and sell them at favourable rates to themselves and make 
a profit. Traders of the town give advances to producers and agriculturists of the villages, 
and when the crop is ready, purchase the grain and sell it in the market. Village money- 
lenders and zamindars purchase the grain in the villages and store and sell it in the 
oarket, at the time when they can get the best price. Villagers and producers of corn 
tiieraselves bring their produce to market and sell them through commission agents or 
arhatias and get the best price obtainable. 

As to the crop of roses, there is a system in tahsil Jalesar that perfume dealers of 
Kfinauj, district Farrukhabad, Delhi, and Ahmedabad come every season in the months 
of March and April and enter into contracts for the purchase of all roses produced in 
the next season, and advance money at the rate settled. The rose growers stick to such' 
methods and give their crop to the perfume sellers. 

Indigo plant and indigo produce is only sent abroad. This trade has now 
much gone down. The merchants and the purchasers always give their own indigo seed 
and make contracts for purchase of the produce before the seed is sown. 

Kapas (cotton) is brought to the cotton and ginning factories direct and is not sold 
in the market where there are not sufficient purchasers. The market for kapas in Jalesar 
tahsil It. the Raja Awagarh Cotton and Ginning Factory and not the bazar. Here the 
])roducers of kapas bring the same from their villages and sell to the purchasers through 
commission agents. 

Articles which are capable of easy decay are not carried abroad but are sold locally. 

The system of marketing varies according as the article is one for domestic 
consumption or one mainly sold in the market. 

Question 2. — In Jalesar town, money is not obtained from banks to finance the 
marketing of crop? except for kapas (cotton) and grain. 

There is no regular exporting firm on a big scale in this part of the district, 
^jrrain merchants invest money and purchase the corn from the producer who come to 
sell the same in the market. The general rate at which money is lent to finance the 
marketing of crops is 12 per cent, per annum on the security of the grain. 

There is no co-operative society in Jalesar tahsil. 

Question 3. — The cultivator does not pay any charges to the local moneylenders 
when marketing his crop as the local moneylender is already a creditor of the cultivator. 
If he is not a creditor, he generally purchases at one anna less in a rupee than 
the market rate to cover conveyance and other charges, 

arhatias here charge generally three pies per rupee as their commission from 
the cultivators, while in big sales the usual commission charge is twelve annaa 
per cent. 

The cultivator has to pay nothing to the dalal (broker), as the broker gets his- 
brokerage, which is four annas per Rs. 100, from the purchaser. The purchaser has to 
pay weighment dues to the commission agent and also brokerage to the broker. 
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Ihe wholesale grain merchant when he purchases directly from the producers or 
cultivators, charges nothing except one pice in the rupee for his labours which is called 
phanki (handful of grain). No other charge is made by the wholesale merchant. In 
short, the cultivator has to pay only one pice or three pies in the rupee whatever he 
sells to the commission agent or to the grain merchant. 

The charges vary in the case of potatoes, arvi^ sugar-cane, etc.; in this case the 

charge is two piee or half anna per rupee. 

The cultivator has to pay the conveyance charges from his house to the market, 

and also municipal octroi duty. The merchant, when he exports the grain to outstations, 

gets a refund from the municipality. The merchant is entitled to phanki only. 

The cultivaiior may either pay one pice, t.c., a quarter of an anna per rupee to 
the puichaser, or a handful of grain called phanki which is 2 chhattaks per maund. 
Besides this the cultivator has to pay nothing to the purchaser, commission agent, or 
tlalal. 

Question 4 . — Grain is generally stored in grain pits (khattis) or khas or 
kotlias. I think the khatU or grain pit system is the best as it protects the grain from 
i)ccoming rotten and also protects it from thieves. There is one more advantage : it does 
not occupy any space as it is underground. This is tho cheapest and best system. One 
improvcmenii that can be made is that tho floor should be made of pakka bricks or that 

a sufficient amount of sand should be put on the floor. I have seen that a good quality 

of grain on the floor or bottom portion is spoiled. In the market also grain is stored 
in big houses called kothas and grain pits. If these grain pits are made pakka, i.e., 
of pakka brick flooring, much grain would be saved from being spoiled. 

Question 6. — ^The system of licensed warehouses can only work in India if the 

charges are not great. Indians work on a very small margin of profit and they cannot 

pay big charges for their upkeep of materials. 

The initial expenses for setting up such licensed warehouses will be great, and the 
ordinary moneylender of a village or a town which has not a broad commercial trade 
or outlook, can ill afford to provide such a warehouse. In order to give a start to this 
business, the help of tho Government will be necessary. Once the building is built 
and the system of storage is started and people get their produce stored, then such 
licensed warehouses will be gradually taken up by traders and Government can remove 
its control. 

Question 7. — There is no system where cultivators combine together to market 
particular crops. It is neither desirable nor possible to have such combination. 

Question 8. — The present system of weighment is not satisfatory : weights are 
not uniform, — there is the village weight, the town weight, and the English weight. 
This can be remedied by legislation that all articles should be weighed by one standard 
weight. Many municipalities have enforced this law, but there is no restriction in villages. 
There is no system of weighing heavy goods at a time. The present Indian system is that 
articles are weighed by a five seor weight. This takes much time and mistakes in 
weighment are liable to be made. If weighing machines are introduced in all centres of 
trade it will help much. This can bo done by the Government giving grants to munici- 
palities, and a nominal charge as weighment dues can be levied on those persons who 
make use of the weighing machines. 

Question 9. — Exporting firms and companies do not themselves speculate. 

Part C. — Extent and nature of agricultural indebtedness. 

Question 2. — ^The principal creditors of the agriculturists are the professional village 
moneylenders, grain dealers, ghee dealers (who advance money to agriculturists and take 
ghee from them) and cloth merchants. Cultivators purchase their cloth on credit to be 
paid for at harvest time. 

At least 60 per cent, of the money is lent by richer agriculturists, including 
zamindars, to the poorer agriculturists. 

Question 3. — ^I do not think that the land or the rights in land are passing from 
the hands of the efftoient cultivator to that of moneylenders who are not themselves 
'efficient cultivators. The land no longer attracts the moneylender, and since the passing 
of the Agra Tenancy Act, 1926, land has lost its charm. Since this Act has come into 
force, the landholder knows that ho cannot increase his income to a great extent, and 
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SO he does Dot like to purchase land ; rather he allows those who are efficient culti- 
vators to purchase the land. On the contrary, I find that those who are not efficient 
cultivators are parting and selling their zamindari to those classes of persons who are 
born agriculturists. 

Part D. — Credit facilities in respect of agricultural production and marketing. 

Question 1. — There is some help rendered by Government in the shape of taqavi 
and by the Government agricultural seed store, but it is very small. The Imperial 
Bank of India and joint-stock banks have not helped appreciably in crop production. 
There is no co-operative society here. Professional moneylenders certainly play an 
important part in helping production as, if they did not provide seed grain and subse- 
quent labour expenses, there would be no crop production. Agricultural implements 
have not helped in production as they are not popular and not in use much. 

The existing credit facilities are not adequate. The position of the creditors 
should be made more secure by legislation, by treating debt incurred for raising crops 
as a first charge, and by legislation reducing interest due from agriculturists. At 
present the moneylender cannot realize anything from dishonest cultivators as the 
cost of litigation is very high and the execution proceedings are still more costly. 
It is necessary that the position of creditors be made more secure by reducing courl- 
fees and other charges and also declaring such debt as a first charge. In case of the 
death of the debtor, according to the existing law, the creditor gets nothing, as 
tenancy produce is not an asset on which the creditor could lay his hand. 

Question 2. — Only village moneylenders and grain merchants play an important 
part in respect of marketing of the crops in this part of the district. 

For village crops the existing credit facilities, for marketin/g purpose® ’>are 
adequate. 

By legislation debts incurred for raising crops should be discriminated from 
other debts, and a prior charge placed over the crops. 

Question 3. — In village generally moneylenders have a monopoly of certain cul- 
tivators Similarly, commission agents have dealings with people of certain localities. 
There is no other co-ordination. 

The spread of co-operative societies with villagers and cultivators as their mem- 
bers, will make an improvement in this direction. 

Question 5. — There cannot be any proper estimate of the total amount of capital 
required for agricultural finance generally. But personal experience shows that an 
amount of two lakhs would be sufficient for this tahsil, or say roughly 8 lakhs for 
the whole district. There is no fixed basis for calculation; it is more or less a conjecture. 

Part E. — Land mortgage hanks. 

Question 1. — landlords are given loans on the mortgage security oP their 
zamindari land up to Es. 10,000 or thereabouts. Generally, these mortgages extend 
up to Es, 5,000. 

Occupancy and exproprietary tenants are given loans according to the land they 
possess, but the loans given generally are below Es. 600. Sometimes, on account of 
continuous famine conditions or failure of crops, this amount goes up to even Bs. 1,000 or 
Bs. 2,000. This money is advanced as the moneylender, having once advanced the 
money, is bound to advance more lest the tenant go to other moneylenders. As land 
is not capable of mortgage so moneylenders take a lease in the name oi some person 
and a bond in the name of a relative and fix a very small amount as rent. This is 
done to override the law under which zar-peshgi leases are illegal. 

Question 2. — Long-period advances are generally available on the security of 
landed property or of ornaments. 

The special difficulty of long-period borrowers is that they cannot get money*- 
without good security. 

Question 3. — ^In the case of tenants, non-transferability is certainly an impedi- 
ment to long term credit and it also increases the rate of interest. 

Question 4.- — The occupancy right is not an adequate security for long-term. 

credit. 
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If the law is modified to this extent that a tenant is entitled to execute a 
zar-peshgi lease or a mortgage for five years, with a stipulation that after five years 
the mortgage or the lease will be extinguished, but that the tenant can take five years ^ 
advance profits leaving the amount of rent to be paid by the lessee, in that case the 
tenant’s security will be increased. 

Question 5. — think the establishment of land mortgage banks will be of great 
help in solving the problem of long-term advances in this province. 

Question 6. — Only one land mortgage bank, to provide long-term credit alike for 
farmers, small landowners and big landowners, is sufficient. 

The land mortgage banks should have their own share capital which should 
consist of money raised by loan subscription to the amount of 60 per cent, and 50 
ped cent, given by Government on a low rate of interest, say 6 per cent, or 4 per cent. 
The capital should be 5 lakhs. 

The share capital should be available to all for subscription without any distinc- 
tion. 

If the share capital is not taken up by the public, the Government should under- 
take the obligation of subscribing the balance. Bui, when the work is started on a 
commercial basis there will be no lack of funds. 

The management of such a bank should be quasi-official, viz., the patron 
should be the District Magistrate and the deputy collectors and tahsildars its members, 
but the management should be under non-officials and the directors should all be 
share-holders who have subscribed a decent amount. Those shareholders who subscribe 
more should be given a higher number of votes according to their shares. 

The maximum period of the loans should be three years or say five years : this 
is quite sufficient; and not more than 60 per cent. oKthe value of mortgage should be 
advanced. 

Banks should obtain working capital from fixed deposits at the rate of 5 and 6 

per cent, and debentures payable after a fixed period of say ten or twentv years at 

certain fixed interest. It depends on the condition of the place. 

Debentures should carry a Government guarantee for principal but not for 

interest. This guarantee will bring in any amount of money at low rate of inlerest. 

Il the Government gives a guarantee the question of the public not taking 
up the debentures within a certain time will not arise. 

Debentures should rank as trustee securities. 

The Government should keep its control over the mode of advancing money 
and over its realization. It should make rich people of the place its directors, and 
should take a guarantee from these directors on printed forms that should any negli- 
gence or defalcation be proved these directors will be liable. Another wav is to give 
loans mostly to those persons who offer securities. 

Certificates of encumbrances by the registration office should be issued at a 
nominal charge. At present these certificates are very carelessly drawn up, and I 
have found that at least 25 per cent, of them are quite wrong and show the property 
free while actually it is encumbered. 

There should be no stamp duty or court-fees, and there should be only nominal 
registration charges to attract members. 

Process of foreclosure and sale should be simplified for the benefit of mortgage 

banks. 

Power should be given to mortgage banks to at once take over the management 
of defaulting estates aher notification and giving opportunity to defaulters to pay 
the demand. This will protect the banks against dishonest defaulters. 

Co-ordination with an all-India central institution is all that is necessary. 

Question 7. — The value of land varies according to the condition of each place, 
and therefore there cannot be any fixed method of calculating the value of land. At 
present land giving six annas per month income after the defraving of all expenses 
]S valued at Bs. 100 in this locality, while at other places property giving an income 
of Bs. 6 yearly is supposed to be worth Bs. 100. 

The value of land varies according to the quality of land and the crops grown* 
on it. Land which' is capable of growing three crops or two crops is certainly bettet 
and more valuable than land which can grow one crop only. The value of land is calcu- 
lated on the letfing value. 
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The factors affecting value are the quality of land, water supply, irrigation facilities, 
neariif'ss of village, the evenness of the land and its immunity from floods. 

I’here is not much difference in the prices obtained in sales by government 
auction and in sales on a court decree, but there is a vast difference in those obtained 
by private negotiation. Sales by private negotiation carry better title than sales on 
oourt decrees or for non-payment of revenue. I have seen that the purchaser some- 
times is unable to get anything for defect of title of the judgment-debtor, which is 
not the case in sales by private negotiation. In private negotiation the purchaser is 
certain, and he has got sufficient opportunity to examine the property and has also 
a right to sue the debtor in case of defect of title. Thus the debtor obtains a better 
price for giving a better title to the purchaser. 

Part G. — Small industries allied to agriculture. 

Question 1. — Gwr-making, cotton ginning, tobacco growing, vegetable and fruit 
growing are industries allied to agriculture. 

Question 2. — Gwr-making is done by primitive and old type methods by villagers. 
There is no machinery for gfMr-making as is the case in Bareilly and other places. 
If pwr-making machinery is put in in this town, there will be improvement. There 
are already two cotton ginning mills, and no further works are necessary. In Jalesar 
tobacco is grown in quite a good quantity, but there are no manufacturers. Vegetable 
and fruits are produced according to the local conditions. There is sufficient scope for 
the cultivator or producer to have a proper price for his produce. 

Question 3. — Except in the month of May and till the rains in June a cultivator 
always remains occupied, and he only remains unoccupied for a month or so during 
the hottest part of the year when it is very difficult to work. By this he gets a 
little rest during the year. The only way in which a farmer can remain occupied 
during this time is to give him vegetable seed from the Government agriculture stores 
of the kind that grow at this time of the year. Another way of giving employment to 
these farmers is to enable them to build wells and tanks during this period by advances 
made in the shape of faqavi. , 

The working capital for such enterprises can be supplied by co-operative banks or 
by Government advances. 

Part H. — Small urban industries. 

Question 1. — There is no industry in this town on a big scale. The chief indus- 
tries of Jalesar are — 

(li) Bangles made of glass. 

(2) Brass-made bells for bullocks {Gliungras). 

(3) Shoes. 

(4) Coarse cloth. 

The above industries are financed by local dealers and purchasers in these arti- 
cles and not by bankers. 

Glass is manufactured in earthen bhattis. It is also manufactured in a glass 
factory. 

Raw material for brass is imported from Calcutta and other places. 

Leather for shoes is manufactured in Jalesar. 

All the above articles are purchased by merchants in Jalesar and exported. 

There is hardly any middleman in this industry. 

Question 2. — ^There is no big karkhana in Jalesar. 

Question 5. — An industrial bank would certainly increase the productive power. 

A joint-stock bank or co-operative bank would do. Loans would be issued by such 
banks to individual artisans. 

Part J. — Internal remittance and negotiable instruments. 

Question 1. — There are no facilities in this part of the district for internal remit- 
tance as there is no hundi system. Hundis are issued here by persons who have to 
receive money in payment of articles sold. The local bank also does not afford such 
facilities. 

Hundis are not available at all times and for all places. An improvement can 
be made by the introduction of the hundi system by Government, payable at tahsil 
sub -treasuries and other government treasuries and also post offices. 
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Question 2. — ^Negotiable instniments play an important part in the internal trade 
ifliS they are a medium of exchange transactions. It is very expensive to send money 
abroad through the post of&ce or under registered insurance. Moreover, the creditor 
gets money at once from the purchaser of the hundi who is anxious to send his money 
outstation. 

Question 3. — There is no system of supply bills here. 

Question 4. — ^Eeduction of duty will certainly help in extending the use of bills of 
exchange. 

Question 5. — The post office in India has proved above corruption, and this is the one 
department that is free from the general tendency to corruption found in other depart- 
ments. The present money-order charges are very high and they are never availed of 
for commercial purposes. Collection of bills and cheques and issue of travellers’ letters 
of credit by the post office will certainly help commerce and prove very beneficial 

Question 6. — Hundis payable on demand are current here called darshani hundis ; the 
second form are payable after a fixed term and are called mitidar hundis. Darshani hundis 
serve as a mode of taking money from one place to another promptly, while mitidar hundis 
are a sort of debt taken by the drawer from the drawee and payable after a certain 
period. Prompt hundis cannot be drawn until and unless tlie drawer has got credit of 
the money drawn. 

The duty chargeable on hundis is still very high and a ri'xluction is urgently called 
for. Tt is also very desirable that mitidar hundis of big valuation should be registered in 
the Chamber of Commerce that the dealers may have an eye on the solvency and liabilities 
of the drawer. Sometimes it has been found that a failing firm has drawn a considerable 
number of hundis of two or three months* duration and thus collected dishonestly money 
without the knowledge of the purchaser of such hundis that the firm is going to fail. 

Hundis pass freely from one hand to another. 

Discount on hundis depends on the solvency and credit of the drawer. 

Question 7. — It is customary to borrow money on the strength of railway receipts and 
invoices, as also on the security of the articles purchased. Railway receipts arc sold 
^Iso. 

Difficulties have been experienced sometimes when a merchant who has not paid the 
full price of the article sells the right of delivery of the article to another person, 
and the original seller attaches the article bv a writ of attachment before judg- 
ment for his unpaid money. To remove this difficulty there should be an 
endorsement by the seller of the railway receipt that his own money has been received by 
the vendor of the article concernefl under the railway receipt. 

II. — Indigenous banking. 

A, — Organisation of indigenous banking. 

Question 1. — In my district the following are the classes of indigenous bankers : — 
li) oril nary moneylenders, (ii) cloth merchants who along with their profession advance 
money and also give cloth on credit, (iii) merchants dealing in grain and other articles 
who also make advances to the producers for the purpose of getting their articles at 
favourable rates to the exclusion of other merchants, for instance, rose water manu- 
facturers. 

Each class of merchant deals with the article he sells and his customers are the 
producers of the article. Some of those merchants advance a small portion of the price, 
while others give a lion’s share of the price. 

Indigenous bankers dealing in cloth, jewellery, etc., combine moneylending with 
their own business, but moneylending is subsidiary. 

Question 2. — Agriculture. — Cloth merchants and grain merchants have to deal 
with the agriculturists every day. These men, viz.j cloth merchants, give cloth to 
agriculturists on credit and realize the price when the crops mature. On ifailure of a crop 
these merchants also lose considerably. Grain merchants also advance money to agri- 
culturists on the strength of the coming crop. 

Trade. — ^Moneylenders finance the purchasers of grain and kapas (cotton), and on 
payment of 26 per cent, of the money as a margin for losses, purchase the article from 
their own pockets. Another system is that moneylenders pay the menfy for the railway 
receipt duo on the article and take delivery for the purchaser who has not enough money 
to pay the whole amount. 
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Induspry. — ^As in the case of trade, moneylenders help industry in this way that they* 
advance money on the security of raw material or the finished article, enabling the pro- 
ducers to sell such articles when they get the best price for it. 

Question 6. — ^The Indian mahajani system is generally employed in keeping 

accounts. There is no system of making a budget of expenses or income, neither any 
system of making a budget for the money they wish to advance or expect 

to realize within a certain year. There is no system of writing-off bad 

debts until and unless it is legally barred by time or the judgment-debtor is 

declared insolvent. They generally keep two account books, one rough copy and the 
other faired out from the rough copy. 

B . — Raising of funds hy indigenous hankers. 

Question 1. — Prompt hundis and letters of credit are only used here when a person 
has to receive the price of an article supplied in an out-station while, the purchaser of 
the hundif viz., the drawee, has to send his money to that station. 

There are no fixed samples of hundis, promissory notes, deposit receipts and 
sarkhats used by the indigenous banks. They vary according to the notions and opinions 
of the bankers. 

Question 2. — ^The small indigenous bankers provide themselves with funds to 
meet the demands upon them by going to the big bankers under the Indian Companies 
Act and borrow money on the security of their goods or personal security. I do not 
know about the Imperial Bank of India, but the joint-stock banks do help them with' 
funds on the security of their goods. 

The expenses on stamp duty and execution expenses are too high for small loans. 
It is advisable that the stamp duty on bonds up to Es. 60 should be half anna and up 
to Es. 100 should be one anna, and there should be printed papers up to the value* 
of Es. 100 to avoid the expenses of writing. It has come to my knowledge that bonds 
of small denominations, even when paid up, are retained by the moneylender, and on 
the same bond subsequently money is borrowed and the transaction goes on for 3 years as 
neilher the lender nor the borrower wishes to spend money over execution or stamp* 
duty, and the accounts become very complicated. 

Question 3. — In this part of the district the system of deposits is not common. 

0. — Advances by indigenous hankers. 

Question 1. — Money is advanced by indigenous bankers for the purpose of securing 
the articles which the dealer wishes to purchase from the producer. 

Articles*^ of merchandise, such as grain, cloth, etc., are given as loan with the 
undertaking that the same would be payable in six months with interest when the 
crop is ready. 

Loans are granted on the security of grains and other articles. 

Security in the shape of pledged articles, mortgages and personal security are 
accepted by bankers. 

On the security of land and pledged articles the interest varies from 12 annas 
to over one rupee per cent, monthly, while on personal security it ranges from twelve 
annas to Es. 3/2 per cent, per month. 

Question 2. — ^No other charges are paid by the agriculturists to the banker except 
the fixed rate of interest either in money or in kind. 

The only possibility of reducing the present rate of interest is to make the position 
of the creditor more secure by legislation in the way of allowing cultivators to transfer 
their holdings for five years on advances, and so on. The second way is to legis- 
late about interest for banking companies, with a proviso that those banks who accept 
these laws will be entitled to work free of income-tax and will be entitled to pay regis- 
tration and stamp duty at much less rates than those banks that do not accept the legis- 
lation. 

Such reduction will certainly benefit the agricultural community. 

Question 3.t— Ulndter the present system [the facility for inspecting accounts 
is far less than it should be. This is due to legislation imposing duty even on memo., 
of account books or sarkhats. 
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E. — Defects of indigenous banking. 

Question 1. — ^There are honest moneylenders and bankers as also dishonest ones, 
but in the interest of the profession a dishonest banker is never prosperous. Public 
opinion regarding these bankers on the whole is good. 

Question 2. — The expenses on litigation on small suits is very high. A man 
has to pay some expenses in summoning witnesses and in summoning the defendant 
irrespective of valuation, except when the claim is for Bs. 60 or below Bs. 60. Exe- 
cution proceedings are also very costly and a man who wishes to realize Bs. 20 or below 
has to spend double the amount and sometimes even three times the amount in bringing 
the property to sale Expenses on suits of valuation below Bs. 200 must be reduced. 

Question 3. — ^It is very desirable that personal debts above a certain amount should 
be secured by compulsory registered deed and the registration charges should be very 
nominal in such cases. This would enable the banker to know the liabilities of the 
debtor and so prevent fraudulent transactions. 

Question 4. — ^At present the accounting is done by one party alone; there is no 
corresponding contract deed with the borrower. Accounting should be kept by both 
parties as a rule of law. Both parties should be bound in law to exhibit the account to 
the other party in his handwriting or the account must be made up yearly. This will 
impre^e the relation of the borrower and the creditor. 

Question 6. — ^Bankers do not always accommodate their customers and have many 
times to refuse them on account of insufficient working capital. 

Begistered bankers should be given the privilege of keeping an account with the 
government treasury and allowed money on reasonable interest according to the security 
they offer. They may be allowed to deposit and draw money. 

F. — Co-ordination, 

Question 1.— There is no system of co-ordination among bankers. Small bankersr 
take money from joint-stock companies in this place. No preferential treatment is 
given to indigenous bankers by the Imperial Bank of India and joint-stock banks. 

Question 2. — ^The establishment of a provincial bankers* association with br inches iu 
important trade centres would help co-ordination. 

G. — Consolidation of indigenous hanks. 

Question 1. — There does not seem any possibility of consolidating the indigenous 
banking system nor can it be of any service to the country. 

Question 2. — ^Banks recognised by Government would attract persons much more 
than at present. The condition of such recognition should be that sufficient security 
taken from the directors corresponding to the amount they call from people on current 
and fixed deposits. No security is necessary for share-holders’ money as being share- 
holders they look to their interests themselves. 

Question 2-A. — ^It is possible and also desirable to set up a class of registered 
moneylenders with special facilities and privileges whose operations may be controlled 
by the State in the interests of agriculture, etc. Their business should be kept regu- 
larly in printed registers and the court-fee and stamp charges should be very nominal. 
It is certainly desirable to restrict their lending to productive purposes only. 

Question 3. — ^The bankers would not like their position in the market to be 
divulged. In the inl^erests of the depositors those traders who float hundis and accept 
deposits should be asked to furnish balance sheets. 

Question 4. — ^In the months of May and June and July and August money generally 
remains idle except and so far as money is invested in grain. Bankei*s, to keep the 
money employed and to draw when required, purchase short-period hundis carrying 
interest. 

Question 6. — The indigenous banking system in my locality is in no way connected 
with the principal money banks, whether within or without the province. It is possible 
and also desirable to create such connexion. 
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I would prefer (i) the establishment of a brandi of some joint-stock bank in 
<very district where at present one doe^ not exist, or (ii) the establishment of a local 
joint-stock bank with a local directorate in every district where at present there is no 
branch of a joint-stock bank. These banks will have no competition with bankers ?8 
their banking is a part of their trade also, which would remain intact ; while those that do 
moneylending alone would merge their interest and money in such banks. The danger 
that the new joint-stock bank might fail to make adequate use of local knowledge and 
experience can be avoided by enlisting local bankers. The joint-stock bank will inspire 
confidence when the local bankers are enrolled as its members. The danger that the 
local branch of a joint-stock bank in a small centre might not invest its deposits in the 
locality, but transfer them to its head-quarters for investment in a larger trade centre, 
can be avoided by rules framed for the purpose. 

A start should be made by the establishment of the bank at the district head-quarters 
and also at commercial centres where there is enough work for the bank. 

II. — Defects m statutory and cusftomnry law regarding recovery of debt. 

Question 1. — That the operation of our judicial system is one of the chief diffi- 
culties in securing cheap credit is true to a great extent in the case of small money 
debts. The creditor has to spend much more than the expenses taxed in the memorandum 
of costs. He has to pay conveyance charges and other charges of the process-servers, 
bailiffs, his own expenses of coming and going, the expenses of servants and agents 
employed to conduct the case, the losses incurred in his trade or profession on account 
of attendance in law courts. These expenses are nowhere taxed in the decree of cost 
when bringing property to sale. A creditor has to pay Es. 6-4-0 to the registration de- 
partment for obtaining a certificate of encumbrance, no matter whether Ihe amount of 

debt is Es. 10 or 10,000. The charges of an amin for going to attach and sell are also 

very exorbitant. Sometimes the moneylender’s execution application falls to the ground 
because the article is not saleable, or the property has a subsisting eiicumbrffnce. 

To avoid difficulty the expenses in the execution department as also in regis- 

f ration should be considerably reduced, and speedier remedies should be given to the 
creditor of a registered bank. 

Question 2. — The provisions of the Usurious Loans Act of 1918 are so elastic 
and flexible that they are treated differently in different places and by different presiding 
officers according to their own standpoint of law. The judicial decisions of the highest 
courts are also not very consistent and uniform in this respect and do not lay down 
any certain rule of calculating interest. Under these circumstances the moneylender can 
make no estimate of the money he is likely to get from the debtor. In some places and 
in the eyes of some officers the provisions of the Usurious Loans Act, more or less, are 
a dead letter, while at others it is treated as an instrument of reducing the interest to a 
great extent. 

The principal defect of the Usurious Loans Act is that it does not lay down any 
• definite provisions of law for calculating and awarding interest. 

HI. — ^Investment habit and attraction of capitad. 
i^art A. — Encouragement of saving and investment habit. 

Question 1. — The existing banking resources in district Etah, tahsil Jalcsar, arc — 

(1) Moneylenders in the town. 

(2) Indian banking companies. 

(3) Post office savings bank and postal cash certificates. - 

(4) Hundis. 

They are not adequate at brisk cotton seasons or when there is a good rahi crop, 
while in ordinary circumstances they are adequate. 

At the time of the rabi crop and also at the cotton trade time, in the months of 
October, November, December and January, a sum of rupees two lakhs is required. 

Question 2.— The existing means for encouraging the habits of saving and invest- 
ment are the post office savings banks and cash certificates, Indian banking companies 
registered under the Indian Companies Act, and insurance companies working in Jalesar 
through their agents. 
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Question 2. — The facilities afforded by the post ofi&ce savings banks is not adequate t 
the rest give proper facilities. 

Except in the case of post office rules, no improvement or extension is necessary. 

Question 3. — ^People are in the habit of investing in gold and silver in the shape of 
ornaments for females. These ornaments are used as security when rais- 
ing loans on low interest. Money is invested in ornaments according to 
the social status and solvency and respectability of the family. There can be no 
estimate of the same. Hindus invest much more in these ornaments than Muham- 
madans. 

Question 4. — Postal cash certificates are not very popular as they are not suffi- 
ciently advertised and their utility and advantages and terms are not fully known to 
village people. Their terms also are not involving. They can become popular by chang- 
ing the system of issue and its terms They should be sold at par and not below, 
and they should carry fixed per cent, interest yearly. Interest should vary as the fixed 
term at call is 3 months, 6 months, 12 months, 1 year, 2 years, 3 years, 4 years, 5 years 
and then 10 years and 20 years. The present system of giving no interest for 1 year 
should be done away with. Borne interest must be allowed on a minimum three months’ 
l>eriod. By this system big merchants, whose money remains idle for three or four 
months, can also take, advantage. 

Question 4-/4. — In India it is not possible or practicable to have national savings 
movements established in every place, but the same can be established at big trade 
centres where thousands of workers are employed in machinery. These institutions can 
best be worked on the basis of insurance companies : if n man is thrown out of employ- 
ment, he can get a certain amount of money to maintain himself in view of the premium 
paid by him during his period of employment. 

Question 5. — Post office savings banks do not afford adequate facilities to the 
investing public. These facilities can be expended by running the concern on a commercial 
basis, by extending the maximum limit of savings bank accounts, by making the rules of 
deposit and withdrawal more on commercial lines. In fact, instead of the present sub- 
treasury in each tahsil and the post office savings bank and postal cash certificates, 
the whole work can be transferred to a government bank in each tahsil with exchange 
banking facilities, and all the work which is at present done in the tahsil treasury and 
post office should be done in government banks. These government banks can deal in 
hundi business, exchange business, merchants’ letters-of-crcdit, and other business. 

At present savings bank accounts are opened by government or other low paid 
servants. Postal cash certificates are mostly purchased by government servants and 
those people who are under rules prohibited from entering into trade like vakils, etc. 

The merchant classes do not deal with the post office. If postal cash certificate 
terms arc changed and they are issued at fixed interest, payable six-monthly, they are 
sure to bo utilised. The svstem of not paying any interest for one year should be 
eliminated and the period reduced to three months. 

Question 6 — The allegation that the. rates on postal cash certificates and treasury 
bills are so favourable as to create competition between Government and banks in attract- 
ing money is not wholly true as the bankers pay interest on current six months’ account, 

while the postal cash certificate system does not give any interest under one year. It 

is true that postal cash certificates being a government scurity are valued much more 
and have attracted a very decent capital. 

Commercial competition is always healthy. It will force directors of Indian com- 
panies to be more energetic, more inviting and laborious to attract depositors. They 

will have to remain much more honest in the competition market. 

Question 7. — ^The issue of gold cash certificates will be quite unnecessary and will 
not increase the savings and investment habit. 

Question 8. — I do not think the municipalities would be able to carry on the 
business of savings banks, nor would it help in the savings habit. 

Question 9. — There is no Imperial Bank branch in district Etah and no occasion 
for purchase and sale of government securities. 
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Question 11.— People generally keep their savings in post offices and banks, cr 
^ purchase shares of companies, or invest in trade. Government servants generally invest 
their money in savings banks or banking registered companies. Money is also invested in 
insurance companies. Traders invest their surplus money in their trades and professions. 
Money is also kept in banks and other secure places for the purpose of being used 
at time of marriages, or for investing in trade. Surplus money is also utilised in giving 
loans. 

Surplus money is also invested in the purchase of deferred hundis payable at cer- 
tain periods and carrying interest over such periods. 

Question 12. — Farmers generally use their surplus money to stock grain to sell in 
better markets. They also lend to their fellow agriculturists at Es. 2 per cent, per month, 
i.e. Es. 24 ner cent, yearly. 

Question 13. — The yiew that in India the habit of investment is of very slow 
growth is quite correct. The reason is that the percentage of poor people is very much 
higher than rich people. The poor people are unable to satisfy their needs and their 
expenses on marriages, etc., and as soon as they happen to get surplus money they 
spend it in various ways. Secondly, the benefits from investment are so low and few 
and uninviting that they do not think it at all beneficial to invest. They find that they 
get money at an interest of 24 per cent, yearly, while the interest on deposits is only i 
or 6 per cent. The third thing is that in India there are so many dependants in every 
family that whenever there is any surplus it is usually spent by them. If there are better 
facilities for investment and corresponding good interest on deposits, investment will 
increase. 

To invest their savings in productive, undertakings the people should be educated 
by propaganda work. The best method would be to start government banks in each 
tahsil for the purpose of doing all the work which is at present done by the tahsil sub- 
treasury and the post office in a tahsil, and also taking up the work of agricultural seed 
stores and the work of taqavi advances. This bank should take up the work of 
advancing loans to the agriculturists for purposes of seed, tanks, wells, cattle. This 
money should have a prior charge like government revenue and taqavi charges. The 
habit of investment can be increased by giving high rate of interest to bond fide agricul- 
turists on small deposits, say below Es. 500. Further, these investments can be made 
attractive and inviting by the advance of loans on the security of these investments at 
low rates of interest. There have been so many failures of big concerns in registered 
banking companies, in hundis being dishonoured, that people have very little faith in 
them, and the result is that the habit of investment is not improved. Government banks 
with government security will bring in large amounts of money within a very short 
time. In order to enlist the sympathy of' the local people and have their co-operation, 
these government banks should raise half the capital locally and obtain the other half 
from the Government. 


B. — Cheque habit. 

Question 1. — In commercial business in dealings with banks the cheque habit 
is growing. ^ 

Question 2. — ^The abolition of stamp duty on cheques has certainly increased the use 
of cheques and the opening of more accounts. 

Question 8 . — ^Traders, zamindars and big government servants, who have their 
accounts in banks, make use of the cheque system. 

Question 4. — The cheque system can be increased by its use in the post offices, 
and also in payment of government servants and bank employees. 

Post office cheque accounts will be much better than the present money-order 
system. The post office can issue cheques to the depositor or to the post office to which 
the deposit is sent and give the cheque to the depositor. Cheque accounts will facilitate 
the present system of withdrawal when the depositor or his men can only withdraw. 

Question 5. — ^It is not advisable that cheques should be commonly used by illiterate 
persons. 
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C. — Vernacular scripts in hanking. 

Question 1. — In banking the Devanagri character is the most accurate and the best 
medium as vernacular script in banking. 

Question 2. — Sarafi is not complete and accurate in description, and Nagri is 
most accurate. Persian is never used in banking even by Muslim merchants who do 
busings on a big scale. 


D . — Imperial Bank of India. 

Question 1. — There has been no encouragement of the investment habit as the terms 
of the Imperial Bank of India are not inviting. The only thing is that the general idea 
is that the Imperial Bank is more secure and so people have withdrawn their money 
from other hanks and deposited it in the Imperial Bank. Since the Imperial Bank is 
supposed to be more secure, other bankers have to increase their interest on deposits and 
to alter their terms to compete with the Imperial Bank. 

The Imperial Bank has played an important part in the promotion of internal 
trade and industry. 

The indigenous banking system has got much encouragement by the establishment 
of the Imperial Bank. At Hapur, Hathras and other business centres great help has 
been given to the indigeonus banking system. 

Not much has been done to increase facilities for agricultural credit. The Imperial 
Bank does not advance money to agriculturists on personal securities. 

The Imperial Bank has also helped in reducing the general price of money at 
trade centres, but it has no effect in other places. 
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Mr. HAR NARAIN KAPOOR, Honorary Secretary, United 
Provinces Government Treasurers’ Association. 


Replies to the questionnaire. 


I. — Agricultural credit and credit facilities. 

Part D. — Credit facilties in respect of agricultural production and marketing. 

Government sometimes render financial help to men who want to start agri- 
cultural farms on improved lines. Tagavi loans are another form in which Govern- 
ment helps the agriculturist in times of need. The smaller fry have usually no access 
to the Imperial Bank of India or important joint-stock banks. Co-operative banks cer- 
tainly help, but either they do not lend sufficient money for agricultural needs, or lend 
it in a manner which causes much delay and waste of time and energy to the culti- 
vators. Indigenous bankers and professional moneylenders are not wanting, but they 
usually charge a much higher rate of interest than on what a loan can be made 
profitable. 

The existing credit facilities are, to my mind, neither adequate nor perfect. Many 
more co-operative societies and business institutions, which may combine, pecuniary gain 
with patriotic feeling, are needed. 

The main defects lie in the illiteracy and want of business instinct in the cul- 
tivator. 

There are a few purchase and sale co-operative societies working rather suc- 
cessfully, but many more are wanted. As a rule the cultivators take their produce for 
sale to the nearest maridi, the larger dealers take it to the bigger centres like Cawnpore, 
and still larger dealers to the exporting ports. 

There is no co-ordination that I know of among the various credit agencies. 

On a rough calculation I think about a crore of rupees should be needed to finance 
agriculture in a district having a population of 1 to IJ* million. If there are a lakh of 
agricultural families in a district, each family must need at least Bs. 100 on the aver- 
age for its agricultural requirements. 

Part E. — Land mortgage hanks. 

Loans are usually obtainable up to three years on pronotes, and for longer periods 
on registered bonds, with mortgage of immovable property. Mortgages more often than 
not result in litigation and parties have to go to court. Most of the people who advance 
money on the mortgage of property have not the patience to wait indefinitely for the 
return of their money; so long-term advances are out of the question in a majority 
of cases. The trend of legislation is to increase the cultivators’ interest in the soil, but 
half-hearted remedies cannot cure the disease. The whole policy underlying the land 
revenue and tenancy laws has to be radically revised, if the poor tenants and the smaller 
zamindars are to flourish and ruinous litigation between them is to cease. 

Land mortgage banks are a great necessity of the province, and I think there 
should be one of them at the headquarters of each district, with branches in the tahsils. 
Any of the approved models may be selected and perhaps the German model will do 
well. Whether there should he only one hank for the larger and the smaller landholders is 
a matter of detail — ^perhaps one with adequate capital and a competent staff will do. 
Government guarantee of shares or debentures is essential to inspire confidence. The 
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abolition or reduction of stamp duty, registration charges, court-fee, etc., would be a 
welcome step. The rate of interest should be somewhere in the neighbourhood of 6 or 7 
per cent., and the maximum period of loan 20 or 25 years. I do not believe in a 

much longer period. The share capital should be taken up by the public and the Gov- 

ernment. The directorate should, of course, consist of eminent practical men in the field 
of agriculture, industry and finance. Profit and patriotism should go hand-in-hand. De- 
posits should be encouraged compatibly with the needs and the security of the bank. 
I am not in favour of an apex bank for the whole of India, at least at this stage. Every 
province has its own peculiarities and needs, and a cut and dried model for all will not 

be desirable. In cases of wilful default I see no harm in the banks being equipped 

with special powers and preferential treatment. 

The value of land may be calculated on an income of Rs. 50 per annum for every 

one thousand rupees worth of property. Sales at Government auction or in execution of 

legal decrees certainly fetch a lower price because they are more or less forced sales and 
the judgment-debtor is embarrassed. 

Part J, — Internal remittance and negotiable instruments. 

The hundi business has considerably dwindled and more banking facilities on 
similar lines are needed. The post office agency, if properly worked and utilised, can 
serve a most useful purpose. The hundis in circulation are usually at 31 or 61 days* 

sight and the borrower promises to pay on demand on the expiry of the period. 


(For oral evidence, see pages 162 — 164). 
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ORAL EVIDENCE. 


Lucknow, Febnuary 1, 1930. 

Present : 

Mb. E. a. H. Blunt, c.i.e., o.b.b., i.o.s., m.l.o. 

Dr. Radhakamal Mukerjee, m.a., ph.u. ... 

Mb. Mohan Lal Sah, m.a., ll.b.‘ 

Dr. L. 0. Jain, m.a., ll.b., pH.d. 


Chairman. 
I Members. 
Secretary. 


{Witness : Me. Har Nabain Kapoor, Honorary Secretary, Vr.iied Provinces. 
Government Treasurers* Association.) 


The Chairman : Was this note that you sent based on your own information? — 
My personal information. 

Did you get the supplementary set of questions? — Yes, I did. 

Did you send any answers to those supplementary questions? — Not to the sup- 
plementary questions. 

You suggest that there should be a land mortgage bank at the headquarters of each 
district ? — ^Yes. 

Don’t you think that it is rather too much decentralisation? Would it not be 
better to have a provincial land mortgage bank with branches in districts? — I am not 
opposed to the idea of a provincial bank, but I think that a district bank would be more 
useful. 

Would it not be better to have branches of one bank than a lot of separate banks? 

Mr, Sah : Do you think that a district bank will attract sufficient capital? — 
There will be no dearth of capital. 

And sufficient amount of debentures? — I think so. 

The question is which of the two will be able to command more of capital and 
more debentures? — Any scheme in which Government participates cannot be financially 
unsound because there will be a Government guarantee. 

The question is that of debentures and the rate of interest. It depends more 
or less on the central money markets. Will the district bank be able to have the same 
knowledge of the central markets and be able to float debentures as easily as the central 
bank? — I think so. There should be no difficulty in raising capital. 

The Chairman ; Another point that suggests itself is that the central bank would 
probably be able to do precisely the same volume of business with a smaller capital than 
a whole number of district banks. I think the total capital of the district banks will 
have to be larger than the total capital of a central provincial bank, and you do not want 
to lock up your capital. Would it not be better to have one single institution instead of 
a whole number of independent banks? — My idea is based on the fact that this bank 
should not be top-heavy and there should not be much experimentations in the initial stage. 
You will have to start on a small scale. You will have to try it in a suitable tract. 

You prefer smaller banks? — ^Yes. 

Don’t you think that it would be less expensive to manage a provincial bank 
than so many district banks? — The cost of the upkeep of a smaller bank would not be 
high. 

Mr. Sah : The total expenditure on all the distiict banks would certainly be greater 
than the expense on a provincial bank?— That will depend on the volume of business. 
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If you have a provincial bank with several branches in the province, the branches 
will be doing the same business as the district bank. Of course the volume of business 
will not be decreased, but the expenses will decrease? — I think a branch in a tahsil 
would hardly be costly. Money-testers and an accountant are the only staff that you 
want. It will be like the pay office of the Imperial Bank. 

Our idea is to have a branch in each district and at the head of this one provin- 
eial bank. But your idea is to have an independent bank in every district? — The pro- 
vincial bank may regulate the activities of the district banks. I have no objection to 
this. 

You want to have separate district banks? — That is my opinion. 

Do you think that it will attract a sufficient number of directors who are educated ? — 
There is no dearth of educated men. 

Educated business men in eastern districts such as Ballia, Gonda, etc.? — ^You will 
'have men of average intelligence even in such places as Ballia, Gonda, etc. 

The Charman : I would suggest to you as a compromise, should not one for a division 
do? — T have no objection. 

What you want is not a single top-heavy bank, but you want a number of them? — 
That will be better, I think. 

Mr. Sah : Your objection is to a central institution for the whole of India. Suppos- 
ing this central institution were to guide the policy of the different banks, keeping in 
mind the different circumstances of the province, will that meet your objection? — What 
is the object in having one apex bank? 

The idea of having a central institution is that it will guide and help the provincial 
banks in floating debentures and in organising markets. It will have more knowledge 
Ihan district banks. In this province there is no organised market, nor is there any in 
■the Punjab. The only markets are in Bombay, Calcutla and Madras. — (Witness) : 
But later on if we find that the provincial bank is nt working satisfactorily we can have 
an apex bank. 

Dr. Radhakamal M ulcer jee : You will have it later but not just no’w. 

Mr. Sah : I may take it that the land mortgage banks will accept deposits? — ^Yes. 

What should be the period of deposits, long-term or short-term? — It may be 
from one to three years. 

The Chairman: You will accept short-term deposits? 

Mr. Sah : Will that not be too short because the land mortgage banka will be 
lending money to people for long terms, and from where will wc get money for this? — The 
money will be received from the shareholders and there wUl be fresh deposits. 
There will also be the repayment of loans advanced by the bank. Debentures 
will be issued in a series and not at one time and with due regard to the 
liabilities of one particular year. 

We can very easily be controlling the business of the bank. We can meet the 
flemand. — (Witness) : In banking you cannot refuse deposits. You must, accept them. 
Supposing a man brings one lakh of rupees for deposit, you will have to accept it. We 
will have to accept it for one or two or three years. 

Supposing you lend that money and the money does not come in time, will not 
that land the bank into difficulties? — ^We will pay from the sale of shares and fresh 
deposits. 

How will you pay from the shares? — ^Debentures will be issued. 

The Chairman : You have to keep a reserve in cash. — (Witness) People generallv 
do not prefer long-term deposits. 

Mr. Sah : Why should not the land mortgage bank accept deposits also? Why 
Jould you confine yourself to borrowing money on debentures? If anybody has got 
Rs. 2,000 he can easily deposit there. 
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Dr. Radhakamal Mukerjee : You advocate that the bank should accept deposits for 
the sake of depositors, for the convenience of depositors and not for the bank itself? — 
And the bank can utilise that money to some advantage. 

Mr. Sah : What advantage,? — It can be reinvested for short-term loans as well. 

So you are allowing the bank to advance for short-term loans as well. The special 
function of the bank will be to advance money long-term and not for short-term? — ^Yes. 

As the Secretary of the Association I am putting this question to you. You are 
aware that nearly all the members of your Association are bankers? — A majority of them. 

The question is whether it would be possible for them to improve their business and' 
to reorganise their business in such a manner as to have establishments just like modern 
English banks? 

The Chairman : In other words, all of them or some of them in groups would com- 
bine to form something in the way of a real bank like the joint-stock bank. 

Mr. Sah : So that they may convert their business in such a manner that they 
would accept deposits, take money in current accounts, issue cheque books and do the 
business of a private bank just as there are English private banks like Grindlay & Co., 
King & Co., Cook & Sons, etc. — (Witness) This is very sensible. 

Would you just consult your members? — ^Yes. 

There is one other thing. Combination alone will not be necessary. What is- 
necessary is to have, banks established just like modern banks. 

The Chairman : As a matter of fact the government treasurer in many districts 
practically does act as a sort of banker for a limited number of clients, for instance, 
government officials. They want someone to keep their money. He keeps it for them, 
and I have known that some of them use cheque books. 

Mr. Sah : There are others who will let you write your own cheques. — (Witness) 
But this is confined to a very small number of people. 

Would it be possible for your Association to extend banking facilities in- 
each importa^it tahsil also; and, if it is possible, would they like to have any assistance 
from the Government, and if so, what sort of assistance will they require? — I will refer 
the matter to my Association. 

How many members have you got? — Nearly 30. 

That is quite sufficient for a province having 48 districts. 

The Chairman : You state here that the hundi business is dwindling. Are you<- 
referring to mitidar hundis or darshani hundis? — I say both. 

Mr. Sah : Can you describe any causes which have led to this decrease in the 
Jmdni business? — I should say it is only a matter of convenience. There are other 
facilities due to the competition of the Imperial Banlc. I do not say that it is the main 
cause. It may be one of the causes. 

The Chairman : As a matter of fact Mr. Kapoor’s evidence refers obviously to 
mitidar hundis. Now, do you think it would be better if the charges for postal remit- 
tances of all kinds were lowered than they are at present? — This will be much better. 

Will you ask your Association about this? — ^Yes, I will. 

It is your experience that notes are replacing silver in circulation? — ^Yes. They 

are. 

Mr. Sah : Do you think that the decrease in the price of silver during the past has 
anything to do with this? — To a certain extent. 

The Chairman : It may or may not. 

Mr. Sah : Is it due to the fact that after the W'ar people have more confidence in* 
the Government than they had before? — ^I think that confidence was not shaken at all. 

The Chairman : One possible cause is that they have got used to notes and have 
begun to appreciate its advantages in the shape of portability? — ^Yes. 

As opportunities offered they have been taking notes instead of silver or exchanging 
one for the other. They have now become accustomed to notes? — ^Yes. 

(The Chairman thanked the witness, who withdrew.) 
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Mr- RAM PRASAD KAKKAR,^ Government Treasurer, Fatehpur. 

Replies to the questionnaire, 


I. — Agbicultural credit and credit facilities. 

Part A. — Agricultural borrowing for purposes of production. 

Question 1. — Agriculturists borrow money from co-operative banks, moneylenders 
and Government. 

They borrow for all the purposes mentioned in the questionnaire, except for 
manure and other agricultural improvements, and very rarely for agricultural implements. 
For sinking of wells and building of tanks, generally they get taqavi from co-operative 
societies and Government. 

The distribution of the debt is as below 
50 per cent, for subsistence. 

20 ,, ,, marriages 

20 ,, ,, land revenue. 

5 ,, ,, seed. 

6 ,, ,, other purposes. 

Most of the money (98 per cent.) is taken from moneylenders. 

Seventy-five per cent, of the debt is incurred in cash and 25 per cent, in 

grain. 

Ninety per cent, of the debt is incurred for short periods. 

Question 2 — ^For cash advances, moneylenders charge interest at the rate of two 
annas per rupee per six months. For loans in kind for seed, interest is charged on the 
siwai system. In rare cases cultivators get taqaci for fodder from Government. 

Interest is calculated at compound interest half-yearly. 

I consider the rates of interest exiorbitant. 

Question 3. — Land mortgage, standing crops, house property, and ornaments are 
“the usual kinds of security given and accepted. 

Leaving big zamindars it is con*ect to say that the better t)ie title to land the 
greater the amount of indebtedness. Landlords that pay revenue less than Bs. 3,000 
tmd 90 per cent, of the tenants are in debt. 

Unsecured debts are more than debts secured on land mortgage. 

Question 4. — ^Moneylenders usually realize the debt after the crop is ready and is 
reaped, but if the money is not recovered they obtain decrees from the courts concerned. 

Question 5. — The cultivator does not take full advantage of the facilities provided 
by the Agriculturists Loans Act and the Land Improvement Act. The reason is that he 
is put to great trouble when he comes to take taqavi. 

Sub-Divisional Officers should distribute taqavi and the patwaris should have no 
hand in it. 

Question 6. — Cultivators combine together to produce sugarcane only. Combina- 
tion is desirable. 

Question 7. — ^Agriculturists do not get money in time and get less than what is 
needed. They should get sufficient money in time at a less rate of interest. 

Part B. — Agricultural borrowing for purposes of marketing. 

Question 1. — Grain merchants buy grain from cultivators and then bring it in 
bullock carts to market. 

The methods of marketing vary according as the crop is one mainly used for 
domestic consumption, or one mainly sold in the market. 

Question 2, — To finance the marketing of erbjis, money is obtained only from 
grain merchants in rare cases. If they advance money they charge one seer more than 
the market rate. 
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So far as I know co-operative societies do not assist in the marketing of crops. Thejr 

should. 

Question 4, — The cultivator stores his grain in hakharis. 

In markets grain is stored in khattis and kothas. It would be better if they 
build underground cells and godowns. 

Part 0. — Extent and nature of agricultural indebtedness. 

Question 1. — ^In one of my villages about 50 per cent- of the cultivators are in 

debt. 

The amount of debt secured on registered land mortgages is 10 per cent, and 
against other assets 76 per cent. 

(Question 2 — The principal creditors of the agriculturists are co-operative societies^- 
professional moneylenders and grain dealers. 

The amount of debt due to each of these classes is as follows : — 

26 per cent, to moneylenders. 

20 ,, grain dealers. 

6 ,, co-operative societies. 

Question 4. — Most of the landlords that pay less than Bs. 3.000 as land revenue are- 
in debt. 

Question 6. — The causes of their indebtedness are — When the crop fails — 

(1) When the crops fail they do not get rent from cultivators and they have 

to pay land revenue from thoir own pockets. The amount of indebtedness 

due to this cause is 60 per cent. 

(2) They have to spend money on litigation. Amount of indebtedness 30 per 

cent. 

(3) They spend more at the time of marriages, etc. Amount of indebtedness 20^ 

per cent. 

Question 6. — The land-owning classes have to pay special charges or rates of inter- 
est in respect of other borrowings. 

Part D, — Credit facilities in respect of agricultural production and marketing. 

Question 1. — The co-operative banks and professional moneylenders provide credit 
for all purposes of cultivation and for other family affairs. Grain merchants provide credit 
for seed only, and Government provide credit for seed, bullocks and tanks, etc. 

The existing credit facilities are not adequate. A bank for the benefit of the culti- 
vators is needed. 

The cultivators do not get money in time and are unable to get it when it js 
demanded according to rules as their crops are not reaped at the tune,. Moreover, as 
soon as they reap one crop they stand in need of money for another, and if they utilise 
the money in hand they are put to great trouble in not paying the debt borrowed for the 
first crop, and if they pay it with it, they are late for the next crop, and when they are 
late in paying the dealers do not give them money next time. The remedy for this is 
that there should be an aegney which should at once realise their needs and advance 
money then and there, payable on long term on low interest. 

Question 2. — The existing credit facilities are not adequate. 

The rate of interest is very high ; they do not get sufficient money ; when they 
cannot pay the debt it goes on increasing, which mins them. The only possible remedy 
is that the Government should lend money at cheaper rates. 

Part E, — Land mortgage banks. 

Question 1. — It is difficult at present to obtain loans for long periods. Only 7 per 
cent, of loans are for long terms in the case of landlords and about 8 pei cent, in the case 
of tenants. 

Question 2. — Long-term advances are available on the security of landed property 
and other things, movable and immovable. There are few creditors who are willing 
to give loans on long terms. When they give them they charge compound interest pay- 
able, not annually, but after the expiry of a quinquennium in the case of landed property 
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^hen the borrowers find it extremely difficult to pay. In the case of other things, mov- 
able and immovable, they charge exorbitant compound interest, payable half-yearly and 
yearly as the case may be. 

Advances are not made for long periods so as to make payment easy by small 
annual instalments. 

Question 3.-— Non-transferability in the case of tenants acts as an impediment io 
long-term credit and increases the rate of interest. 

Question 4. — ^The occupancy right does not serve as an adequate security for long- 
term credit because mortgage of occupancy rights is illegal. The law should be inodifipcl 
so as to increase the value of such security for long-term advances. 

Question 5. — The establishment of land mortgage banks would solve the problem 
of long-term advances in this province. 

Question 6. — ^There should be two such banks, one confining its business to 
farmers and small land-owners and the other to the big land-owners. 

It will be economical to have both the branches under one management. 

They should be encouraged to have their own share capital as far as possible, but 
it will be very difficult to obtain the required sum without a Government guarantee. The 
amount of such capital or guarantee will depend on the business which has to be trans- 
acted. In the beginning it should be small but it should be increased as the number of 
members increase. The share capital should be available to all those who may like to 
purchase the shares. In case the share capital is not taken by the public, the Government 
should undertake the obligation of subscribing the balance. 

The bank should be managed by a Board of Directors elected by the shareholders. 

The co-operative principle of one man one vote should be applied. 

The maximum period of the loans advanced by a land mortgage bank should be 
20 years, and the amount of loan should not be less than half of the market value of the 
mortgage. 

The land mortgage should obtain working capital from (i) deposils, (ii) debentures, 
and fiii) a central institution. 

The debentures should carry a Government guarantee both for principal and 
interest. If the debentures are not taken up by the public within a certain tune, Govorn- 
ment should take up the balance. Debentures should rank as trustee securities. 

Government should be safeguarded against loss by having a special control over 
the land mortgage banks. 

The following changes of the existing law, or special arrangements are sug- 
gested : — 

Issue of certificates of encumbrances by the registration office free, or at a 
nominal charge. 

Eeduction of stamp duty, registration charges and court-fees. 

Notification of proposed mortgages. 

Simplification of the process of ^reclosure and sale in the event of non-payment. 

Power to manage defaulting estates. 

Pj'ovincial land mortgage banks should not be co-ordinated uufler an all-India 
central institution as it will unnecessarily complicate matters. 

QuesUon 7. — The value of land should be calculated on the basis of the Govern- 
ment revenue paid on it. It should in no case exceed 20 times the amount of land 
revenue paid to the Government. 

The factors affecting the value of land are — • 

(1) The kind of soil. 

(2) The means of irrigation. 

(3) Its situation and locality. 

There is always some difference between the prices obtained for land. The follow- 
ing are the causes of the difference : — 

In Government auctions for non-payment of revenue and court sales, the land has 
to be sold and its price is determined by the number of purchnsers present at the time 
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of auction and sule. If eome purchasers are keen about buying a particular land or 
village, then there is keen competition between them and they offer fancy prices for 
it, sometimes even amounting to fifty times the annual profit. Otherwise it is difficult 
to get good prices in sales. 

Good prices can be obtained by private negotiation, but there also the law of 
supply and demand plays its part. If the vendor is keen about the sale, he may sell the 
land at a cheap rate, or if the vendee is anxious to buy, he may offer a good price for it. 

Under normal conditions land is sold at 6 per cent, in this district, i.e., twenty 
times the annual net yield of average quality land is obtained for it. 

Part jP. — Co-operation. 

Question 2. — So far as I know there is difficulty in raising both short and long- 
term capital by co-operative societies. 

Question 3. — The amount of capital available for financing the co-operative move- 
ment in my district is sufficient. 

Question 4. — It is possible to stimulate the growth of the co-operative movement 
by financial concessions, and such action is desirable. 

Question 6. — The establishment of the provincial co-operative bank would stimulaie 
the co-operative movement in this province. 

Part G. — Small industries allied to agriculture. 

Question 1. — Gur-making, cotton ginning, tanning, hand-spinning, poultry farming, 
growth and manufacture of tobacco, vegetable, fruit and flower growing are more or less 
prevalent in this district. 

Question 2, — ^The condition of such industries could be improved. Co-operative 
methods should be adopted, and practical training should be given in them. 

Question 3. — Dairy farming, cotton ginning, tanning, sugar refining, hand-spin- 
ning and poultry farming would give employment to a farmer during the off-season when 
he is not fully occupied in agriculture. 

Government should advance money for working capital for such enterprises. 

m 

Part H. — Small urban industries. 

Question 1. — The cottage industries in my area are financed by local moneylenders. 

The artisans purchase raw materials and implements from their own pockets. 
They sell their wares personally. 

Question 5. — ^In the beginning co-operative banks would be a suitable method of 
improving the present system of financing small industries. 

They should issue loans only to artisan societies. 

Question 6. — ^Public societies controlled by the Government can be of effective 
assistance in advertising and marketing art wares. 

m. — ^I nvestment habit and atteaotion of capital. 

A. — Encouragement of saving and investment habit. 

Question 4. — ^Postal cash certificates are not popular in my district. The rate of 
interest should, if possible, be raised to 6 per cent, per annum. If the depositor withdraws 
within a year, he should be given interest for the period when the money remained 
deposited in the post office. 

Question 6. — ^Post office savings banks afford adequate facilities to the investing 

public. 

Literate people take advantage of the various facilities for investment offered by 
the post office. 

Question 6. — It is true that the rates of interest on postal cash certificates and 
treasury bills are so favourable as to create competition between Government and banks 
in attracting money. Such competition is healthy. 

Mb. Ram Prasad Kakkab. 
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QuesLion 11. — In the villages of my district people hoard money and bury it in 
the ground. They keep such money with them to buy ornaments, pay debts and spend 
at the time of marriages, etc. 

Question 12. — Sometimes farmers buy corn or oil-seeds with their surplus funds 
in a picsperous year. They do lend money to fellow -agriculturists — at 2 per cent, per 
month on six months’ term. 

The amount of capital in the possession of the agricultural population in my 
district is decreasing. 

Question 13. — In India the banking and investment habit is of very slow growth 
because the ignorant and illiterate people do not take interest in saving. 


Mb 4?basad Kaibab. 
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Chaudhri GOVIND LAL Saheb, Banker, Mirzapnr. 


Replies to the questionnaire. 


II. — Indigenous Banking. 

Part A. — Organisation of indigenous banking. 

Question 1. — Two well-defined classes of indigenous bankers arc to be found in 
district Mirzapur — 

(i) those receiving deposits and lending money ; and 

(ij) those lending money only (a few taking deposits on the lines of saving 
banks deposit and paying inttrest at 9 per cent.). 

They have got no well-defined system to work upon. They advance on the 
security of immovable properties, ornaments and on bonds, pro-notes and hundis. The 
second class combine other business also, and with them banking is only a subsidiary 
business. They deal m brass, stone, carpets, grain, shellac, etc. 

Question 2. — The second class of bankers generally lend to agriculturists in 
different ways. They generally lend money at the tiuie of harvesting and marriages, 
etc., and arc usually paid back, not in money, but m corn, gur, ghee etc. They 
generally do not charge interest on any fixed rate but buy the said ccunmodities on cheaper 
rates fixed before the harvest time. They also take mortgages of zamindari and fixed- 
rate tenancy rights. 

Both classes of bankcis lend to traders on fixed rate of interest which is generally 

high. 

Generally the first class alone finances industry, and not on very high inlerrst. 

Question 3. — It is very difficult to arrive at a correct estimate of the resources of 
the indigenous bankers in my district. It is veiy extensive. 

J can give no information regarding the capital of these indigenous bankers, but the 
volume of their business is extensive and their expenses 1 oa\ . 

Their average net return is generally 4 to G per cent. 

Question 4. — To my knowledge there are no financial Iio.uscb in the province dealing 
solely in the provision of credit facilities by purchase and sale of hundis and other bills 
of exchange. Those who have got money are not generally content with the return they 
get on banking business, and they are tempted to enter some trade or industry; besides, 
there are few big capitalists in the province. 

Question 5. — Indigenous bankers generally follow the old bahi-khata account method, 
which consists of generally three bonks — roker, jaker, and khafa. 

B . — Raising of funds hij indigenous hankers. 

Question 1. — Darshani hundis for 90 days, promissory notes and sarkhats are the 
various firms of credit instruments generally used in my district. 

Question 2. — ^Indigenous bankers generally borrow from each other to meet the 
demands upon them. They take very little help from the Imperial Bank of India in my 
district. 

Due to want of proper technical and legal knowledge their method is generally 
defective and unsystematic. The branches of the Imperial Bank generally are unsympa- 
thetic towards them and do not try to impress upon them the use of the new banking 
system. The managers of the Imperial Bank do not generally mil with the public. 

Question 3.— Indigenous bankers generally receive deposits for long terms. They 
generally allow 6 per cent, on these deposits. Bates generally do not vary at different 
seasons. 

Chaudbbi Gk>yiND Xiaxi* 
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C . — Advances by indigenous hankers. 

Question 1. — Indigenous bankers grant loans and allow cash credits on darshani 
1 Hindis, promissory notes and sarkhats. These loans and cash credits are generally for 90' 
days or on demand. 

Personal credit is the security generally; definite security is not taken. 

Rate of interest varies from 6 per cent, to 24 per cent. 

Question 2. — The agriculturist has to pay to the indigenous banker generally 24 per 
cent, in money and 25 per cent, in kind as interest. 

By improving co-operative credit societies the interest can be reduced. Such reduc- 
tion would, no doubt, benefit the agricultural community. 

Question 3. — The clients of bankers have no facilities for inspecting their accounts, 
and generally the simple agriculturists are put to great trouble. 

D. — Exchange and money market. 

Question 1. — There is no local exchange and money market in my district. 

Question 2. — The dalals (brokers) negotiate debts in the city and are paid 8 annas 
per cent, by the borrowers. 

Qde0tion 3. — There is no fixed rate for the purchase and sale of hundis. Variation 
in tne rate depends only on supply and demand. The Imperial Bank of India rate does 
not much affect the bazar rate. 

Question 5. — The trade of the markets in my area is governed or affected by local 
usages. 


E. — Defects of indigenous hanking. 

Question 1. — Indigenous bankers in my area are not fairly treated. Sometimes they 
are considered to be exorbitant usurers. 

Question 2. — They are often involved in litigation and sometimes the complicated 
points of law compel them to run great risks. 

Question 3. — They are not sufficiently protected by law. They require easier methods 
to avoid lengthy processes of the law courts. 

Question 5. — Sometimes for want of sufficient capital at their disposal indigenous 
bankers have to refuse acceptable demands. A little encouragement on the part of the 
Imperial Bank of India and other banks may help them out of their financial embarrass- 
ment. 


{Note hy Mr. H. Bomford, LC.S., Collector, Mirzapur.) 

With regard to Chaudhri Govind Lai’s replies under the head E. — Defects of 
indigenous banking, I might add that he could not explain to me in what way his hgal 
position varies from that of, say, the Allahabad Bank. All he can say is that if he applies 
for attachment there will be endless delay, and the debtor may be able to get rid of his 
property before attachment, while if the Allahabad Bank applies for attachment an order 
issues at once. The fault may be with the law or with his legal advisers; he cannot 
say where the fault lies, but he speaks from personal expeiience. 

He considers with regard to question 5 that the Imperial Bank might make advances 
on credit and not invariably demand security. He illustrates his point by assuring me 
that he could on his personal credit borrow at the present moment (there being no demand’ 
for money locally owing to slackness in trade) at 3 per cent, for 90 days, while the Bank 
would demand security and probably charge him twice as much interest. 


Chaudhri Govind Lal 
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Xiala PHUL CHAND JAIN, of the firm of Lala Parohotamdas, 

Samf, Allahabad. 


Heplies to the questionnaire. 


II. — Indigenous banking. 

.4. — Organif^atioti of indigenous banking. 

In our district there are chiefly three classes of indigenous bankers : — 

(1) Bankers who deal in hundis. 

(2) Some bullion merchants and sarrafs. 

(3) Moneylenders who advance money on gold and silver ornaments as security. 

Nearly all indigenous bankers have their own principal business, e.g,f zamindari and 

‘4)ullion dealing, and banking is only their subsidiary business. 

B. — Raising of funds by indigenous bankers. 

Indigenous bankers do their banking business out of their own capital, but their 
capital, in most cases, is insufficient, and so they, in order to meet their demands to 
some extent, take money from the Imperial Bank by drawing hundis in order to obtain 
credit; but the one great defect in this system of obtaining credit is that the Imperial 
Bank, which generally advances such loans, does not take such hundis direct from the 
drawer, but always have a third party to intervene, in whose favour such hundis are 
drawn and to whom payments are made by the bank, e.g., A draws a hundi on 
himself in favour of B, and B charges a commission of one-eighth per cent, from A 
and then discounts it to the bank. The more convenient and profitable system would 
be if A draws such hundis on himself in favour of the bank and the bank advances 
money directly to ^4, of course only to a reasonable extent, without any need of any 
third party. 

Another difficulty in drawing hundis in order to obtain credit is the charge for 
the Government stamp as all such hundis are drawn on stamped papers at the rate of 
one anna and six pies per hundred rupees. If such hundis are drawn on ordinary 
paper, as the hundis for internal remittances are drawn, there would be a great saving 
to the drawer. Another way by which the Imperial Bank of India can give assistance 
to indigenous bankers is the system of equitable mortgages. Under this system 
indigenous bankers should be allowed an overdraft by a bank for short -period loans 
.Dn the security of title-deeds of landed and house properties as is the case in port 
towns. This facility should not be given to the public in general. 

Moreover, tlie Imperial Bank of India ought to give some preferential treatment 
to indigenous bankers over and above its other customers. 

Demand drafts for internal remittances should be given to the indigenous bankers 
at a lower premium than what is given to the public in general, and at the charge 
-.equal to that allowed to indigenous banks. 

D. — Exchange and money market. 

Hundis for internal remittances are usually bought from the grain-dealers who 
-export grain and oil-seeds to port towns during the crop season at a discount of one- 
eighth per cent., and such hundis are sold to piece-goods merchants, cloth merchants, 
and sarrafs at par, sometimes directly and sometimes through brokers, whose brokerage 
is one-thirty second per cent, from the seller. 

Hundis to obtain credit are purchased and sold by indigenous bankers at the 
hank rate, and sometimes at one per cent, less than the bank rate, through brokers 
wh-'se brokerage is one-thirty second per cent, from the seller. Thet rate of interest on 
.■hundis to obtain, credit, which differs according to the credit of the drawer, is directly 
affected by the change in the bank rate. 

Lala T'huj . Chand Jain 
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E. — Defects of indigenous hanking. 

Indigenous bankers like other public bodies experience great legal difficulties in' 
carrying out their business : they cannot recover their debts easily by legal means, for 
ii takes a great deal of time before one can get a decree and get it executed, specially 
in cases where the debtor, with evil intention, manages to get rid of his debt by pre- 
senting himself as a bankrupt. 

The best remedy in our opinion would be if the indigenous bankers are allowed 
decrees before judgment against their debtors as an additional privilege from the civil 
court. 

G. — Consolidation of indigenous hanks. 

Indigenous bankers should be connected directly with the proposed Beserve Bank. 
A few bankers might be made agents of the Beserve Bank and work agencies entrusted 
to them; they should be allowed credit to some extent and work the hundi business 
cut of their own capital and out of the funds allowed to them by the Beserve Bank. 
If this system is to work it will be necessary to have one branch of the Beserve Bank 
in each division. We would, therefore, suggest that the Imperial Bank of India be 
converted into the Beserve Bank, in case it is not possible to open the Beserve Bank 
in the near future. 


(Bor oral evidence, see pages 174 — 177.) 


Lala Fhui Ghanu Jatn 
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ORAIi EVIDENCE. 



Lucknow, January 29, 1930. 


Present : 


Mb. E. a. H. Blunt, c.i.e., o.b.b., i.o.s., m.l.o. ... ... Chairman, 

Dr. Kadhakamal Mukerjee, m.a., ph.D. ... ... ... \ 

Mr. Mohan Lal Sah, m.a., ll.b. ... ... ... C Members, 

Bai Bahadur Pandit G. S. Upadhya, b.a. ... ... ••• ) 

Dr. L. C. Jain, m.a., ll.b., ph.D. ... ... ... Secretary, 


{Witness : Mr. Phul Chand Jain, of the firm of Lala Parshotamdas , Sarraf, 

of Allahabad.) 


The Chairman : What relation are you to Lala Parshotamdas ? — He was my 

father. 

You are yourself an indigenous banker? Would you please explain to us in the 
first place what particular type of business you yourself do? — I am dealing in silver 
and gold as bullion merchants, and also in htmdis. 

Do you also take deposits from other people? — Yes, sometimes we take deposits. 

Do you invite them to give you the deposits? In other words, do you practically 
borrow from them? Por instance, could I come and say that I want to deposit Rs. 100 
or should I have to wait until you asked for it? — There are several places where the 
villagers come and deposit money themselves. When we require money we tell our 
brokers to sell hundis. 

Are there many people like yourself who are willing to take deposits in this 
way? — It depends upon their business^ If business is very great and there is a great 
demand they deposit. If the demand is less they do not deposit. It also depends on 
the season of the business; sometimes business is good, sometimes it is not good at all. 
and when it is not good, we do not deposit. 

In other words, yout willingness to take deposits depends mainly on the state 
of the business as it concerns you? — Yes. 

You say there are other merchants of the same kind? — ^Yes. 

Mr, Sah : You mention three classes of indigenous bankers in your district. The 
bankers who deal in hundis, bullion merchants and sarraf moneylenders who advance 
money on gold and silver. Do you include arhatias among bankers — those who act as 
commission agents for supply of grain or cloth or other articles and then sell them 
on credit? — ^Yes. 

And then another class would be the village moneylender? — ^Yes. 

So that there would be five classes instead of four? — ^Yes. 

I take it that usance hundis that are current in Allahabad are mostly accommoda- 
tion bills?— Yes. 

They are not generally trade bills? I mean the bills that are drawn against the 
supply of goods. Or are they only for the purposes of borrowing money? — There are 
hundis for borrowing money; there are also hundis for the export of grain. 

1 mean usance bills, i.e., mudatti hundis. — {Witness) : Yes. 

The Chairman: And you deal in both? — ^Yes. 

Mr, Sah : You mention that one of the great difficulties in obtaining credit is 
that the Imperial Bank of India, who advance loans, do not take such hundis direct, 
but insist on a third party. You feel that the Imperial Bank should be allowed to 
advance money on one signature? — Yes. 

Lala Phul Chand Jain. 
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Do you think that the use of hundis will increase if the stamp duty is abolished 
or decreased? — These are hindrances to borrowing. 

Will the use of hundis increase in case the stamp duty is abolished? — Of course. 

You mention that the Imperial Bank of India should give assistance to indigenous 
bankers against equitable mortgages. The term “indigenous banker’’ is so wide that it 
includes anyone who can advance money. Would you restrict it to only certain classes 
or would you make it rather general? — I would restrict it. 

To which classes would you restrict it? — Especially to those banks or bankers 
who deal in hundis or to businessmen or mahajanSt but not to ordinary moneylenders who 
lend Bs. 10 or Bs. 100. 

You say that the Imperial Bank of India ought to give some preferential treat- 
ment. Will you please explain fully what preferential treatment you would require the 
Imperial Bank to give? — The thing is that the Imperial Bank generally gives drafts and 
they charge the same rate of discount from indigenous bankers as from the general 
fpublic. If we were to send a Bs. 12,000 draft on Calcutta, the bank would charge the 
same rate of discount from us as from other merchants. 

So that the only preferential treatment that you want is in connection with 
internal remittance? Would you like the Imperial Bank of India to lend you some 
money at cheaper rates? — ^It gives us money on hundis on the signature of a third person. 

But you complain that it requires the signature of a third person. 

The Chairman : What the witness would like is similar facilities on one signature. 
^Vould the Allahabad Bank be willing to advance you money on hundis on one signa- 
ture? — ^No. It does not deal in hundis, 

Mr. Sah : Does the Imperial Bank of India meet fully your requirements? — ^No. 
They always take hundis from us by endorsement of a third person. 

And the other banks? — Other banks do not. 

There are certain market practices in connection with hundis. Supposing a 
hundi is dishonoured what happens ? — If we buy a hundi on Calcutta from a grain 
dealer or merchant, we take such a hundi and send it to our agent in Calcutta or send 
it to the Imperial Bank. If the hundis is dishonoured and comes back, we pay 
immediately to the buyer and we take from the seller eight annas per cent, as 
demurrage or nikrai sakrai and interest from the date of payment to the date of 
realization at the rate of 9 per cent, and charges of registration, etc. 

The Chairman : In other words, you take charges sufficient to cover the loss that 

you yourself suffer?— We give only interest. We do not give nikrai sakrai. 

Mr. Sah : For how many days can a demand hundi be held over?— It is paid 
just on demand, but it can be kept outstanding for about a week, not more than a week. 

Is that so in all the markets or is the practice different in different markets? — 
In Calcutta it is three or four days, but in Cawnpore it is kept for one week, and in 
Allahabad too it is one week. 

What is the system of jikri? — Suppose we give hundis. We endorse some 
hundi and give it to the buyer. If we think it may not be paid, if we have any suspi- 
cion, then we write on that very hundi that if it is not paid to the drawee, it should 
be presented to such and such person. And sometimes we give a separate form. 
We write that such and such a hundi will be drawn on such and such a person, kindly 
take that hundi and pay this jikri and send us back the original hundi, in order to 
avoid interest and also to avoid nikrai sakrai. Suppose we sent this Calcutta hundi to 

Agra. Under this system the nikrai sakrai in Agra is Bs. 2 per cent. In that case 

In order to avoid such payment we give jikri. 

You have a branch in Bombay? — Yes. 

And in Calcutta?— My brother’s branch is in Calcutta. My brother is separate. 
Uur agents are in all the principal towns. 

So you are connected with all the principal markets in India? — ^Yes. 

And I believe that the other indigenous bankers are also so connected?— Yes, 
they have some business. 

liALA Phul Chand Jain. 
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You mention that the indigenous bankers should be allowed decrees before judge- 
ment. Do you mean attachment before judgement or injunctions? — mean an in- 
junction stopping the man from selling his property. 

You mention that some of the indigenous bankers should be made agents of the 
Eeserve Bank and should work agencies entrusted to them. What sort of work would 
you put on them? Would you do all the work, buy and sell hundis9 — Yes. Take 
deposits, buy hundis and sell hundis. We are doing the same thing now. We buy 
hundis worth Ks. 20,000 daily during the crop season and give them to the Imperial 
Bank. 

So that you are acting as bill-brokers and not as agents in this way? — We are 
not brokers. We endorse these on our own account. When hundis come hack, we 
pay to the Bank immediately. 

The Chairman : Supposing I wanted a hundi on Calcutta, I could buy one from 
you? — Yes. 

Dr. Radhakamal Mukerjee : If you deal in hundis ^ how far do you accommodate 
grain merchants and arhatias? I take it that in the interior of the Allahabad district 
you accommodate the big arhatias and mahajans9 — ^No, we do not advance; we only 
give money on hundis. If they export grain and want money, they bring their railway 
receipts and ask for the money. 

Do your branches in Calcutta and Bombay export agricultural produce? — ^No; we 
do not deal in agricultural produce. 

The Chairman : They only use agricultural produce as security for hundis. 

Dr, Radhakamal Mukerjee : In Allahabad there are other indigenous bankers who 
combine both banking and export business? — Yes. 

And is there any tendency on their part to deal directly with the cultivator rather 

than through the intermediary small arhatia m the market? — No; they do not deal 

directly. Only villagers and village bankers do. 

And these village bankers are financed by them? — ^Yes. 

But unless these village bankers deal with agricultural produce, they will not finance 
agricultural operations directly? — No. They do not know. 

The Chairman : It is obvious that you are as close to a banker in the Western 

sense as anybody in Indii, is. You know, of course, the Western methods of banking. 

The main thing is the receipt of deposits. Weil, you do receive deposits under certain 
conditions and on certain occasions. Now would you regard it as possible or desirable 
to go a further step and take deposits as a regular thing? I want to make this quite 
clear. I am not talking of a joint-stock bank; besides joint-stock banks there are 
private banks and private people who do all the banking business without limited 
liability, without registration. My friend Mr. Mohan Lai Sah is one, and endless 
people like Grindlay & Co., until they became limited, were banks of that kind. Do 
you think it would be possible or feasible for you to take on that kind of business? 
Would you regard that as outside your sphere altogether — it is at the present moment — 
or would you be willing to consider taking that into your sphere? At the present 
moment you lend money on hundis and you receive money in all sorts of ways. Would 
you be willing to take the further step forward, make yourself a private banker, take 
deposits from anybody who wishes to send them to you? — ^Yes. 

That is to my mind the next step forward in Indian banking. We have lots 
of people who lend money; we have lots of people who take deposits in certain very 
restricted circumstances. There is only one step further to turn them into a bank in 
the Western meaning, that is to say they should take deposits from anybody who 
wishes to place them with them and give them, of course, the Western advantage of 
a cheque book. A cheque is merely an ordinary pro-note. It seems to me that if 
Indian banking is to progress, the further step is the changing of all these indigenous 
bankers — I hate the term — into what I should call “private bankers" in the Western 
sense That is to say they would not be companies at all, like the ordinary joint- 
stock bank. They would not necessarily be even of limited liability. They would 
just take the people’s money and carry on like an ordinary bank. Do you think that 
is a possibility in India? — Yes. 

Lala Chand Jain. 
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Of course it will take time, So you agree that that would be a desirable method 
of advance. It means that the money instead of being broken up as at present between 
a whole lot of comparative small moneylenders, would go into one place. — (Witness) : 
There are persons who do not trust people, and prefer io keep their money with them- 
selves. 

I know there are two sides to it. We have got to put yop-in a ^sition where 
you will be trusted. Will you be prepared to consider the- possibilily of taking that 
step forward? — We shall have to try. 

It is a question whether we can find anybody with the pluck to try. You agree 
with me that that is one method of advance? — Yes. 

Rat Bahadur Pandit G. S. Upadhya : Do you think it will be possible for more 
than one private banker to combine under limited liability in order to extend business 
and make it a real bank? — It would be better I think if two or three persons combined. 

Would it be possible? — Yes, it would he possible. 

Do you know cases where two bankers have combined and are doing business in 
this way? — ^There are some firms who do business in equal shares. 

The Chairman You are a Jain, I take it? — Yes. 

Now would it I*€ possible for you to combine with other Jain firms sq that 

instead of having two or three small firms you would have one large firm? — ^Yes, it 
IS possible. 

Rai Bahadur Pandit G. S. Upadhya : At present yon receive deposits only sra- 
sonally or whenever you stand in need of money. Supposing you receive deposits 

regularly, do you think you will be able to find markets or other means for its use? — 
Yes. 

That is you will not suffer any losses? — No. 

Then why don’t you take regular deposits at present? — We do not want to 
extend our business to that extent. 

The Chairman : As Mr. Phul Chand has just mentioned, it is all very well, hut 
the question is will people give them? And that is of course a great difficulty. There 
are two sides to every question. — (Witness): There are persons who deposit but do. not 
take their money; they take only interest; and when we ask them to take their money, 
they take it back. 

Dr. Radhakamal Mukerjee : But the acceptance of all deposits at all seasons and 
from everybody would imply certain obligations upon the public and perhaps if these 
difficulties are overcome, then your firm might expand a great deal, much more than 
you can anticipate at present. 

The Chairman ; We cannot get very much further than the mere adumbration 
of an idea. The idea I want Mr. Phul Chand to have is the possibility of first of all 
combining and then extending his business. I am not inviting you to do it, Mr. Phul 
Chand, but I am only putting it as a general question whether there is a possibility 
of two or three indigenous bankers like yourself pooling your resources, taking money 
from the public, publishing their accounts (a private bank does not need to do that) as 
the next step forward in Indian banking. The whole trouble in India is little reserves 
all over the place; and you probably get far more value out of the same amount of 
money being all in one place than in two or three places. But for that it is essential 

that indigenous bankers should be prepared to combine — and there is where I am afraid 

the difficulty occurs because it would he very difficult for sarrafs to combine — ^he may 
not be willing to combine with you or you may not be willing to combine with him*. 
So one has to look to more than the commercial and business side of the qnestioij. 
But you do agree with me that is probably the best line of advance? That is as 
tar as we can get at at the moment. 

Mr, Sdh ; The depositing public trusts you sometimes more than the joint-stock 

bank on account of the fact that the joint-stock banks have a lixnited liability? 

Because they know us. They do not know these banks. 

So that you are more in touch with the depositing public than the iofnt-stock 

cank? — ^Yes. ^ 

Is it not a fact that partnerships have led to quarrels? — (No reply.) 

(The Chairman thanked the witness, who withdrew). 

IAla Pwol Obai(d Jain. 
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Mr. BALLABH DAS RASTOG I, Ba nker and Landholder, Lncknov. 

Bfiplies Co the questioimaire. 

Introductory* 

Tfiis question has now set all controversy at rest that the Indian peasantry w 
groaning under an unbearable burden of heavy indebtedness. After meeting all the 
charges incidental to land revenue and personal loans — the lion's share of his annual 
income which is already very meagre — the hisan is left with very little to eke out his 
precarious existence. This wretched state of affairs is due to a great extent to those 
causes which are no doubt his own creation; and to some degree it is also owing to the 
rack-renting system for which the zamindar is responsible; but all these causes com- 
bined are only a feather in the balance compared with those which have originated with 
the establishment of the foreign Government, and which are mainly within her province 
to deal with. It' is nothing to be surprised at that the unenviable condition of the 
ryot is becoming worse day by day, and one shudders to comprehend the ultimate posi- 
tion to which he is certain to be reduced if immediate and necessary steps are not taken 

by the Government in conjunction with the zamindar and the moneylender to have these 
causes removed. These causes have been pointed out numerous times to the Govern- 
ment and their remedies suggested and emphasised. So it is not my purpose here to 
enumerate them in any detail, as innumerable committees and commissions appointed 
ad hoc bear eloquent testimony, if any were needed, to the fact that she knows precisely 
what is rotten in the state of Denmark. The reports of these committees and commis- 
sions have done very little to remedy the evils prevalent on such a huge scale, and are 
sure to prove mereljr a waste of money and time in future unless a bold policy favourable 
to the indigenous interests is pursued, I hope and trust that the general principles 

of ^ the report submitted by the Banking Enquiry Committee will be acted up to in the 

spirit and to the very letter, so that the universal complaint agQ.inst the Government about 
the committees and commissions may be falsified so far as this question is concerned 
at least. 

The somewhat little experience and knowledge of the banking facilities obtaining 
among the rural classes of the district, or for the matter of fact of the division, of Lucknow, 
gained through my being connected with a house which has been conducting banking 
business from an unknown past, and also because of my belonging to a community of 
hereditary sowcars as well as due to my being a member of a zammdnri family — the 
zamindari in our family having been acquired in the course of banking business — 
together with my having been a keen student of enntempornry politics and present-day 
economic problems for the last ten years, have qualified me for the task of writing out 
this memorandum for the perusal and consideration of the committee. I shall not attempt 
to supply answers to all the questions contained in the big questionnaire, a large number 
of which are beyond my province; but while replying to some I shall plnce roy views 
before the committee particularly with regard to indigenous hanking rather in some 
detail, for all they are worth. If my labours on this behalf prove of some assistance to 
the committee in arriving at those happy conclusions which may go a long way in 
improving the economic condition of the villaffers and petty traders of India. T shall 
think mvself amply repaid. There is no merit more glorious and commeni^able than 
that which mav be earned by helping the noble cause of agriculture which nrovidcf? the 
staple support of man’s existence. Tf we hut realise the true significance underlying the 
above and be ready to do our duty in that .sublime spirit, we have accomplished enough 
to please our conscience and through it our God. The service of the semi-starving 
millions, howsoever little and unimportant it may be. which nevertheless proves of some 
benefit to those for whom it is intended, is a great privilege which T find mvself, through 
this opportunity, fortunate enough to enjoy, and it is with this faith that T shall now 
proceed with my task. 

I. — AojWOTrLTURAL (TaEDTT AW CEEPTT FAHTLITIES 
Part A. — Agricultural borrowing for purposes of production. 

Question 1. — ^The agriculturist in my area borrows from all the classes of lenders 
enumerated in the qiiestion, viz.. Government, co-operative societies and village money- 
lendera, besides the zamindare, professional hanVers. comparatively well-off neighbouriug 
e^rriculturists. Kabulis and petty dealers. 
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He borrowg generally for the pnzposes, and in the proportions, noted belo^ >- 

(i) 10 per cent, for repayment of earlier debts. 

(ii) 2 per cent, for payment of accnmnlated interest 

(iii) 10 per cent, for marriage and other social functions. 

(iv) 10 per cent, for fp'^ine and other kinds of distress. 

(t) 20 per cent, payment of land revenue or rent. 

(vi) 7 per ceirt for seed. 

(vii) 1 per cent, for manure. 

(viii) 5 per cent, for expenses of cultivation. 

(ix) 2 per cent, for agricultural implements. 

(x) 7 per cent, for litigation. 

(xi) I'O per cent, for purchase of plough or other cattle. 

(xii) 5 per cent, for sinking of wells. 

(xiii) 1 per cent, for building of tanks. 

(xiv) 2 per cent, for other agricultural improvements, and 

(xv) 8 per cent, for subsistence. 

The debt is distributed between the lending agencies as follows 

Government, 10 per cent. 

Co-operative societies, 4 per cent. 

Village moneylenders, 20 per cent. 

ZamindarSt 10 per cent. 

Professional bankers, 40 per cent. 

Neighbouring agriculturists, 6 per cent, 

Kabulis, 3 per cent. 

Petty dealers, 8 per cent. 

About 60 per cent, of tbo total debt is incurred in cosb, and about 40 per cent, 
in grain. 

The whole of the debt in grain together with about 20 per cent, of the cash 
debt is incurred for short periods, while the rest is for long terms. 

Question 2. — The rate of interest is 25 per cent, per annum generally for cash 
advances, while in particular cases it is even more than that, ranging between 26 and 60 
per cent, per annum. For loans in kind it is generally 60 per cent, till the yield from 
the next crop is gathered; but sometimes the rate is increased as well as decreased. 
When the debts in kind are incurred for food the rate for the same is 26 per cent, 
for the time until the next crop is harvested. 

Those who are illiterate, t.e., the rich agriculturist, hania, Kabuli, Pathan, etc., 
employ crude methods in calculating interest and keep their accounts by word of mouth 
which varies very often to the disadvantage of ignorant borrowers, while others keep their 
accounts in writing and arrive at the amounts of their interest by simple calculation. 
If 111© period for which the loan is taken exceeds the limit even by a short time, it 
almost always happens that the debtor is the loser and has to pay interest for the whole 
expanse of the next period. This is usually the case with the loans in kind. 

The rates of interest are obviously exorbitant. 

In addition to the interest, a borrower has to pay, in the case of cash advances, 
8 pies, 6 pies or even an anna per rupee for religious purposes at the time of taking a 
loan, and this sum is left with* the lender to be spent at his discretion. He has also 
to pay certain other charges, e.g., the illegal fee of the chaukidar or the headman of the 
village, whosoever, as the case may be, helps the borrower in obtaining a loan; tbe fee 
of the petition writers who write out pro-notes, bonds, etc, 
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Question 3. — Besides land mortgage, standing crops, house property, ornaments 
and agricultural implements, the security of cattle and of any two or three or even more 
persons combined is given. 

The indebtedness varies with the title to land. Almost 90 per cent, of landlords, 
both big and small, are indebted because of the facilities which they have in providing 
suitable securities ; but the percentage among ienants-at-will is comparatively small, for 
the obvious reason. So far as my information goes it is not more than 60. 

Debt secured on land mortgage is increasing by leaps and bounds, and is perhaps 
80 per cent, of the total as compared with 20 per cent, otherwise secured or unsecured. 

Question 4. — Each class of lender has his owa peculiar methods of enforcing re- 
payment of debt. A zamindar, if he has advanced money or grain, will obtain the pay- 
ment of the loans given by him along with the land rent. Very often he uses force also. 
Kabulis are passed masters in this respect. The Government has got primary claims to all 
her dues. The village moneylenders and professional bankers find very little difficulty 
in realising their debts unless there is acute scarcity prevailing in the land. This is 
perhaps due to the fact that these classes of lenders are the only persons to whom the 
villagers can turn when they are involved in monetary troubles. They realise that these 
men are the only friends of an agriculturist at the time of his need, so they put no 
obstacles on the path of these lenders. When entreaty, threat, force and other homely 
efforts fail to realise the payment of a debt, it is only then that legal steps are taken, 
but even in that case it is seldom done, so far as village moneylenders or professional bankers 
are concerned. 

The rates at which a cultivator borrows or repays grain differs sometimes from the 
prevailing market rates. If the rate prevailing in the market is very high, the cultivator 
will seldom get a debt in grain from the village hania or the zamindar. He will have 
to borrow money in cash for purchasing grain. If the rate is low. the cultivator will 
find no difficulty in obtaining a loan in kind. If there is a difference, it will always favour 
the lending agencies. At present there are no means of finding out the prevailing rate 
in the market from time to time. 

Question 6. — The cultivator does not take advantage of these facilities offered by the 
taqavi system, because of the hardships involved both at the time of obtaining a loan 
and of its payment back. 

In abnormal years a cultivator will borrow taqavi to the extent of more than treble 
the amount he would take in ordinary years. 

The system of taqavi is by itself very beneficial; but the methods employed in 
advancing and recovering it call for immediate remedies'. Ked-tapeism and official spirit 
reign supreme. It is a machine with no humane element behind it. From the topmost 
officer down to the village patwarij the system is but a machine lacking in life and soil, 
The low-paid officials of the revenue department make hay while the sunshine of the 
abnormal years shines upon the land and the agriculturist runs after borrowing taqavi. 
Their pockets become full, the pinch of which is felt by the kisan when the time for re- 
payment arrives. It requires a complete change. The taqavi should not be distributed 
through government agencies, but through unofficial indigenous bankers. The Govern- 
ment should advance money in a lump sum on a suitable security provided by him, to 
the professional banker or the village moneylender on the strict understanding that he 
does not charge more than a reasonable rate of interest fixed by the Government in 
addition to what she will take for herself, and this addition will cover up the expendi- 
ture of his establishment as well as his moderate profit. If he acts contrary to the 
rules issued by the Government in this behalf, he is to be hauled up in a law court to 
explain his conduct, and after the decision of the court proving adverse to him, he is to 
be deprived of this privilege, besides suffering the penalty passed by the court. A Bill 
giving effect to the above proposal with proper safeguards provided therein both for the 
agri(mlturist and the Government can be easily introduced in either the local Council 
or the Assembly as the case may be. In my opinion the Government can, in this 
manner, bring about changes for good in the taqavi system which will be as popular 
m ordinary years as it is, not due to itself, but to other obvious causes, in abnormal times. 

. Question 6. — Combination between cultivators in the production of particular crops 
IS desirable because it will bring the cultivator within the benefits which he, acting singly, 
can never nope to attain to with his meagre resources, It will improve his lands, 
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introduce profit-making crops and thereby raise his standard of living. It is hot possible 
under the present circumstances when there are no opportunities for genuine co-operation, 
when there is mutual lack of faith among the kisans^ and generally when there is no proper 
encouragement either on behalf of the Government or the landlords towards this laudable 
object. Gross ignorance and illiteracy also combine to defeat this purpose. Besides these, 
vested interests also stand as a stone wall against the progress of this movement. 

Question 7. — The defects in the present system of agricultural borrowing are many 
and of very long standing. The greatest drawback is the shortage of money and the 
largeness of the demand which exists for it. All the agencies combined cannot fulfil 
this demand to an adequate extent. Primarily it is owing to this fact that the rate of 
interest charged is exorbitant. There is very title competition among the various classes 
of moneylenders and so each one of them is supremo in his own sphere. The other defect 
pertains to the methods of the realisation of debts. They are very crude and in nine oht 
of ten cases prove disadvantageous to the borrowers. Still another drawback is the 
lack of security on the part of tcnants-at-will who stand mostly in need of obtaining loans 
for effecting genuine improvements in their crops. Some agency combining both 
philanthropy and business supported by the Government and mainly financed by her 
can most suitably work in this field. Hence the most important reiiiedy for all these and 
others not brought to light here, is the supply of ample money with proper safeguards 
provided for its distribution and collection, and the introduction of easy terms, t.e.,* in- 
stalment system, very long periods, say three years; these will remove to the greatest 
extent possible all the difficulties at present obtaining in the agriculture money market,' 
Part B. — Agricultural borrowing for purposes of marketing. 

Question 1. — The principal crops of my areas are brought to market either in a 
bullock -cart if the cultivator has many acres under cultivation, or on a pony’s back if 
the case is otherwise. If the crop is mainly for domestic consumption, the village 
hanU buys up the whole quantities of grain offered for sale and stores it in his khattis and 
koihas for retail sale to the very cultivators from whom he buys; but if it is meant 
for bemg sold in market, either the cultivator brings his produce to market by bullock 
cart or pony himself, or the village bania buys it and then carries it to the market, thus 
acting as a middleman between a petty cultivator and a rich beopari. 

Question 2. — There is a co-operative society in Mohanlalganj tahsil of the district 
about which I know very little. If it does assist in the marketing of crops, its operations 
are very limited as to be of no practical account. It should assist in the marketing of 
crops, employing all its resources for this purpose. 

Question 4. — In the matter of storing his grain, the cultivator spreads dry straw 
on Tie fioor of his kothas or khattis or katUeSj as the case may be, and upon his covered 
floor he stores his grain. He takes all possible care that the grain is safe from the de- 
predation of insects and from the havoc caused by dampness — the usual enemies of his 
storage. In the area of which I have some little experience very little damage is caused 
to the' grain thus stored. The cultivator, because of the pressure of the obligations he has 
to meet, cannot store his grain at his place for a long time, and since he has to sell 
off the major portion of his crops, the inefficient manner of his storage does not afff'. 
him to any great extent. 

Question 8. — The system of weighment in the markets is not satisfactory. Some 
time ago a Bill was introduced in the Assembly to standardise the system throughout 
India. I hope action on the part of the Government according to his Bill will bring 
about the desired result. 

Part C. — Extent and nature of agricultural indebtedness^ 

Question 1. — The following is an estimate of the existing indebtedness of the agri- 
cult oral classes for mauza Chandraw’al in pargana Bijnor of Lucknow district. 

The amount of debt secured on registered land mortgages is Es. 4,000 approxi- 
mately that on unregistered land mortgages almost nil. The amount incurred against 
other assets is about Bs. 2,000. It is very difficult to give details about the estimate. 
In this village no village bania exists. The kisans as well as sirdars resort to profes- 
sional bankers residing in the city, who have their operations extended to the very 
door of the cultivator. These bankers act as village moneylenders. 
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i^uesthn 2.—- There are only three kinds of creditors of the agricnlturists in mauza 
Chandrawal— professional bankers liying in the city, the absentee landlord, and grain 
dealers. The portion of the debt advanced by the richer agriculturists to the poorer 
is almost negligible in this area. Professional bankers have advanced Bs. 1,0^ in 
round numbers. The zamindar has advanced to the extent of Ks. 4,600. The grain 
dealers* money transactions are limited to Bs. 600 only. 

Question 3. — So far as mauza Chandrawal is concerned land has changed hands 
several times within living memory; but always from one absentee landlord to another. 
In Oudh, the zamindars as such are not interested in the least in agricultural operations. 
They act as absentee landlords. So the process of enforced payment of debts has not 
affected the passing of land in any marked degree from the possession of those who are 
efficient farmers into the hands of inefficient farmer-creditors. 

Question 4. — ^About 90 per cent, of the zamindars of Lucknow district are indebted 
to the professional bankers of the city or to other rich and prosperous landlords. 

Question 5. — ^The special causes for their indebtedness are : — 

(0 There is great rivalry among the zamindars which results in marpit and constant 
litigation which involves them in heavy indebtedness. 

(ii) The zamindars have a fastidious regard for their false family reputation, which 
leads them, on the occasions of marriages and other social functions, to spend money 
extravagantly like water, and this goads them on to take the help of professional bankers 
in the shape of big loans. 

(Hi) Nowadays, the zamindars as a class have begun to raise their ways of living 
to such a high pitch that their annual incomes do not suffice to meet these consequent 
increasing obligations. This forces them to obtain money somehow or other. 

(tt?) Because of the above causes, besides numerous others, the zamindars have 
exhausted their resources to such an extent that in every lean year, which has been 
only too frequent of late, they have to fall back upon loans wherewith to pay government 
revenue, meet family expenses which have increased beyond proportions because of the so- 
called high society in which they live, move, and have their being, and clear off accumulated 
interest, the rate of which is rising on every subsequent loan. 

Question 6. — The land-owning classes have to pay special charges in the shape of 
commissions at the time of borrowings and are obliged to obtain loans at high rates of 
interest. This is due to tlie fact that the agencies with which they deal are very limited 
in number. The Imperial Bank of India or any other joint-stock bank do not offer loans 
to the landlords. It is only a professional banker or a comparatively well-off landlord 
who transacts this type of business. It sometimes so happens that landowners fail to 
get loans in spite of there forced willingness to pay these high rates and commissions. 

fart D. — Credit facilitiei in respect of agricultural production and marketing. 

Question 1, — So far as the question of providing credit in respect of production 
goes, very little, or practically no part, is taken by the Imperial Bank of India, the 
joint-stock banks, the co-operative banks and other trading companies. The Government 
helps the a(jriculturist classes by means of advancing taqavi loans at the time of distress 
only. The whole burden of financing production and even marketing falls upon profes- 
sional bankers and village moneylenders. 

The existing credit facilities are not adequate. 

Question 3 — There is no co-ordination at all between the various credit agencies. 
The Government in conjunction w'ith the Imperial Bank of India, and other joint-stock 
banks on tbeir own behalf, but according to certain rules provided by the former for the 
security of capital, can advance large sums of money to approved agencies, professional 
bankers, village moneylenders, etc., for the purpose of providing agricultural credit. The 
assets of these agencies will provide suitable securities against the advances. Certain 
safeguards will have to be laid down to protect the debtors from the exploiting spirit of 
the flhjencies. Thus all the processes from top to bottom will work in co-ordination under 
one management and control. 

Question 6.— An estimate of the capital required for agricultural finance can be 
found (0 by studying the markets of the district, (it) by finding out the total population 
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of the tenants subsisting directly on agriculturOf («’») by ascertaimng tbe stadd^td oi 
living of these people, (tv) by taking a village at random as a topical tinit and thereby 
finding out the extent of indebtedness of the agriculturists, the rates of int^est usually 
charg^ and other items pertaining to them, and (v) by determining the existing fesouroes 
as to whether they are capable of bearing additional burdens of indebtedness, with a view 
to increasing them. 

Part E, — Land mortgage banks. 

Question 1. — Landlords can obtain loans for long periods with some difllculty no 
doubt, but they can obtain them all the same. The number of occupancy tenants, in 
Oudh is very small : at least they do not exist in this part of which I have some knowledge. 
Other tenants can obtain loans for long periods from professional moneylenders ; but not from 
village banias. Even in the case of the former the period seldom exceeds one year. 

Question 2. — Long-period advances are available on the security of land mortgage, 
house property, ornaments, agricultural implements, and plough and other cattle. The 
only difficulty which long period borrowers experience is lack of capital. Indigenous 
bankers’ resources being very small, they cannot invest large amounts of their capital 
in long-term loans, which reduce their fluid assets, so that landlords have to pay heavy 
charges in the shape of commission and interest. 

Question 3. — Non-transferability in the case of tenants acts as an impediment to 
long-term credit and increases the rate of interest as well. 

Question 4. — An occupancy right will serve as adequate security for long-term 
credit, but I have no personal experience about it. 

Question 6. — The establishment of a land mortgage bank or banks will solve the 
problem of long-term loans so far as zamindars^ both large and small, are ccncerned; 
but a large number of agriculturists who form' the vast majority of those who are badly 
in need of long-term credit cannot be, in the very nature of the case, benefited by the 
establishment of such banks. 

‘Question 6. — Land mortgage banks should be organised on the basis, more or less, 
of the Federal Farm Loan Act of 1910 of the United States, with minor modifications 
suitable to the needs of the country, especially Oudh. 

There should be only one such type of bank established to help the zamindars oi 

tenants who hold rights to land. The tenants-at-will will be helped the other way as 

pointed out by me in answer to question no. 7 of Part A. 

The land mortgage banks should be Government guaranteed to the extent of fifty 
per cent, of their capital. The remaining fifty per cent, should be open to the public for 
subscription, especially to that public which is practically interested in agriculture. If 
the bigger landlords do not subscribe to tbe funds their failure will furnish yet another 
proof that they are not worthy of holding the advantageous position they are holding at 
present. I hope such a contingency will not arise. 

As to the management of tbe bank, its directorate, etc., I shall like the same 
arrangement as there is in the United States of America. 

The maximum periods of loans advanced by the land mortgage banks should not 
be less tlian fifty years in big transactions, but the longest possible period shopld be 

allowed. The value of the mortgage should be double the sum advanced so that de- 

preciation of its value in future may not affect the bank in any way. 

The mortgage bank should obtain its working capital "from all the sources men- 
tioned in the question viz,t deposits, debentures, and a central institution. Debentures 
should be guaranteed by the Government both for principal and interest, as is the case 
with Local Boards. If the debentures are not taken up by the public within a certain 
time, the Government should take up the balance. The debentures should rank ss trustee 
securities. 

I agree to the safeguards provided in the question to save the Government from the 
losses which may be incurred during the course of such transactions. 

Question 7. — ^The value of land mortgaged can be calculated on the basis of rent 
reaMsed from the tenants by zamindars as recorded in pditoatis* papers, deducting th% 
amount of sums paid as land revenue to the Goveroment. On this net annual Inoome 
the value of the mortgaged property can be determined with reference to the rate at which 
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tiioney“is available in the Market at that tune. For instance, a certain village yields an- 
ahnuiil’ income of Bs. 1,000 after deducting the land revenue payable to the Government. 
The rata of interest at which the Government can obtain loans is 5 per cent. per. 
innum at present. Calculating on this basis the value of the village should be Es. 20,000. 

' ■ ^ The valde 'Of • land per acre diflFers according to the crops grown on it. If the soil 
IS fertile, irrigation facilities are ample, the land is near a big city or town, the population 
of the village can easily be controlled by the zamindar or his agents, and has orchards 
and fruit gardens, the value of this land will be greater than that which is lacking in any 
of these benefits. 

The price of land obtained in sale by Government auction will be comparatively 
less than that obtained otherwise, because the Government does not allow the defaulter 
any chance, at the" time of auction, to postpone it if the price of the land as estimated 
by the patwari is not offered by any bidder. Land sold on a court decree fetches a better 
price as more than one chance is allowed to the landlord, against whom the decree has 
been obtained, to get the auction postponed if the price as estimated is not secured; and 
on 'many other pretexts the auction can also be deferred. The best method for disposing 
of land is to sell by private negotiation for obvious reasons. It will save the vendor 
from many unnecessary charges incidental to auctioning and also from the fluctuationB 
prevailing in the auction mart. 

Under average conditions when the soil is good, the rainfall is fair, the land is 
situated near a market and all other things being neither equally favourable nor unfavour- 
able, the value of the land thus situated will be twelve times the net cost of the produce 
obtained from it after deducting the amount of land rent to be paid to the zamindar from 
the gross cost. For example, a bigha of average land will produce nine maunds of 
wheat. The gross cost will be Its. 45. After deducting about Es. 16 as land rent 
plus Es, 6 as other charges, the hisan will be left with Es. 25 only. On Es. 15 as land 
rent the price of the land will be Es. 300 only; Es. 25 twelve times gives us Es. 800 only. 

Part G. — Small industries allied to agriculture. 

Question 1. — ^In the area with which I am acquainted dairy farming, gwr-making, 
growth of tobacco, vegetables and fruit are the only industries that flourish to some extent. 

Question 2. — On the whole these industries are not in any prosperous condition. 
They can bo made to yield better results if sufficient funds are placed at the disposal of 
the cultivators, obtained as loans on easy terms and for long periods.^ Since the city is 
more or less situated in the centre of the district, it is equally approachable from ah 
its parts, and those who are engaged in these industries find no special difficulties in 
bringing their produce or prepared articles, as the case may be, to the best market 
available. The cultivator can also be instructed on practical lines about other cottage 
industries; t.c., sericulture, tanning and flower cultivation. 

Question 3. — I can suggest, on the authority of no less a personage than Mahatma 
Gandhi, the introduction of the chatkha in villages as the most suitable form of increas- 
ing the petty annual income of farmers, as well as a pastime for the idle periods of the 
tillers of the soil. It will require comparatively little capital to work with. What is 
required is the patronage of the Government. This cottage industry in its initial stages 
will require sympathetic nursing in the shape of protective duties to ward off the keen 
competition offered by giant mills; but in the long run, the huge man-power of India 
if properly organised on this economic basis will enter into free competition with foreign 
mill-manufactured cloth and is sure to oust it from the market. This is not senti- 
mentalism pure and simple; but the history of the recent revival of the charkha^cvlt 
will bear out the fact that at no distant date, if proper steps are taken, this ideal can be 
ushered into the realm of practicability. 

II. — Indigenous banking^ 

A . — Organisation of indigenous banking. 

. Question l.--Professibnal bankers, village moneylenders, grain-dealers, prosperoiia 
agriculturists, zamindars, Kabuli Patbans and certain others who do not fall under any. 
of th^se categories carry on banking business in the district of Lucknow.* 
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t’rofessional bankers advance money according to a system called ugahi,. This 
system is worked in most parts of the division of Lucknow. In -conformity with this,* 
a banker will lend five rupees or multiples of that amount for one year to any debtor 
having something as a security to stand for, and charges one rupee for every five rupees 
for ‘the period of the whole year, realising eight annas or its multiples, as the case may 
be, every month, for the twelve months of the year. Very often even one rupee is 
charged for every ten rupees and is realised monthly for eleven months at the rate of 
one rupee. If the debtor is sometimes, due to various causes, unable to pay the naonthly 
instalment, he will have to pay it together with one anna per rupee per month with the 
next rupee per month with the next monthly instalment as a penalty for 

this default. But this extra interest is seldom realised. Another system is rozhi^ 
but is is now being given up in favour of ugahi. According to this system a 

banker will advance one rupee, or its multiples to any one standing in need of a loan 
of a petty sum ; and realise it within thirty-four days at the rate of two pice, or its 
multiples, per day. Thus the former will obtain sixty-eight pice or one rupee and one 
anna. This extra anna will bo his profit. This system is^ in vogue in the city only 
or its suburbs. It cannot bo worked in villaiges for obvious reasons. Yet another 

system is called hiajoo. So far as it is concerned, a banker will offer a loan, charging 

interest per rupee per month, if the loan is a small one, or (?) per cent, per month if it 
runs into hundreds and thousands, or even lakhs. If the- interest is not realised monthly, 
compound interest is charged after every month, three months, or even after every six 
months. These are the systems practised generally by professional hankers, and also by 
all those enumerated above. 

Zamindars advance loans, generally charging 25 per cent, for tlic time until the 
next crop is gathered. Prosperous agriculturists and grain-dealers also fall under this 
head ; but there is nothing to prevent them from following the systems described above, 
and in reality many of the classes other than the bond fide bankers have begun to 
follow them. This system of charging 25 per cent, or even 60 per cent, in case of seed is 
called sawai or deorhi as the case may be. Moneylending is the principal business 
with the professional hankers; bub in course of these monetary transactions they come 
to aenuire landed property and thus become zamindar^t, obtain houses and other buildings 
and thus act as landlords as well, open cloth shops, deal in grain, and so on and so 
forth. 

Question 2. — ^'The task of providing credit fdcilities to the agriculturist is shared 
between professional bankers, village moneylenders, zamindars , and grain-dealers. Tho 
professional bankers’ share in the business is greater than that of any other. Village 
moneylenders occupy the second place, while zamindars come last in tho race. 

Petty trade and small industries allied to agriculture are financed by professional 
hankers and village moneylenders and to a very small extent by Kabuli Pathans also; but 
here too the professional banker remains head and shoulders above all others. In the city 
itself trade finds credit from professional bankers, wholesale mcndiants, and dealers 
of the place as well as of the neighbouring city of Cawnpore. Lucknow can boast of no 
large industries conducted on joint-stock lines. There are a paper mill, ice factories, iron 
foundaiies, flour mills, oil mills, a sugar mill a cotton ginning and spinning mill kankar 
lime mills, brick kilns, a woollen goods manufactory and many other small industries. These 
are mainly financed by industrialists themselves and also helped by professional bankers 
and joint-stock banks at the time of need. Tho paper, cotton, and sugar mills arc limited 
concerns running as joint-stock companies. 

Question 3. — The resources of the indigenous bankers can bo very roughl\ ascer- 
tained with the assistance of income-tax returns; but it is beyond niy means. So far as 
my community is concerned, about ten million rupees is invested in banking business. 

I have no information about others. The capital is invested in very small transactions to 
a great extent and to a certain degree big loans running into thousands and even lakhs 
are financed by it also. Its operations are spread over all the districts of Oudh. Its 
expenses range between fifteen and twenty per cent, of the income. 

(Note. — I have excluded other incomes from the above estimate.) 

The members of mv community belong to the professional banking class. Their 
net income is not more than fifteen per cent, per an mim after making due ivIiowanee8> 
for expenses of establishment and management, legal expenses, and losses through bad 
Mb. Ballabu Dab Babtooi. 
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debts and delayed realisations of interest due to occasionally occurring bad seasons. !the 
losses tbroUgh bad debts amount to hug© sums, as the loans advanced are in small 
amounts as well as very badly secured. Due to the small amounts of the loans these 
bankers very often forego them rather than go to courts for their realisation, due to the 
delays of the law machinery coming into motion, exorbitant expenses, and irksome and 
annoying troubles incidental to them. 

Question 5. — ^The indigenous bankers’ system of account-keeping is perfect. There 
are no drawbacks in it. Almost the whole clientele of these bankers blindly trust these 
accounts. There are very few complaints about them. As most of the clients are 
illiterate and ignorant they have to depend upon the honesty and integrity of these 
mahajans. When a client is dishonest or is tempted to become dishonest through in- 
terested influences, which very often happens, or when a banker with the evil motive 
of deliberately cheating him and of taking undue advantaje of his ignorance and illi- 
teracy, interferes with his accounts or prepares false accounts which in one out of hundred 
cases happens, it is then that a complaint is heard about the insufficiency or inefficiency 
of aocount-keeping. They are very clear and simple. Any man with a little knowledge 
of sarafi script can understand them. As honest business men, they have no objection 
in allowing those with whom they have to deal convenient opportunities to inspect them 
and be satisfled with them. 

B . — Raising of funds by indigenous bankers. 

Question 2. — ^Indigenous bankers privately arrange among themselves how to raise 
money to meet the demands upon them. A simple bill of demand if the person’s credit 
and good-will are above suspicion among his community, and a pronote if otherwise, is 
sufficient to enable him to obtain as much money as he wants to meet his liabilities at a 
moderate rate of interest with no other charges. They get no assistance from the Imperial 
Bank of India. Other indigenous joint-stock banks, t.e,, the Central Bank of India and the 
People’s Bank of Northern India of the Punjab, offer some help on the strength of their 
deposits, local standing, familiarity with the bank manager, and on references by well- 
known firms and agencies, but never on landed property and seldom on buildings. 

Question 3. — Indigenous bankers receive deposits generally from those people who 
are closely related or on most intimate terms with them or from those who have been 
attracted by their fair-dealings ; and there is no definiteness about the time of their 
withdrawal. But in my community this habit of offering deposits is discouraged. For the 
sake of his reputation always remaining high, an unsophisticated and extra-honest maha- 
jan will think a hundred times before receiving money for being deposited with him. 
This type is happy and contented with his own resources and will not care to extend 
his business activities by attracting deposits to himself. We may grieve for him ; but 
cannot leave him without admiring what we may call in business parlance, his short- 
sighted policy based on unnecessary nervousness and ultra-cautiousness. 

The highest rate that indigenous bankers allow on deposits is 9 per cent; but 
generally it ranges between 9 and 6 per cent, per annum. The rate does not vary at 
different seasons, due to the fact that bankers belonging to my community deal in business 
according to the ugahi system as described above, which admits of no fluctuations in 
rates of interest. 

0 . — Advances by indigenous bankers. 

Question 1. — ^For cash loans granted by indigenous bankers, every kind of property 
or the general assets of % business are accepted as security. If any other two persons 
of substance stand as security for the borrower, it is thought sufficient and as such 
accepted as good security. 

Question 2. — ^It is possible to reduce the rates of interest which the agricnlturist 
has to pay to the indigenous bankers, if these operations are conducted on genuine co- 
operative lines under sympathetic officials of the co-operative department or those methods 
are adopted as have been pointed out in answer to question no. 7, Part I- A. Any such re- 
duction will benefit the agriculturist if proper safeguards are provided by statutory law to 
prevent the classes concerned from exploiting the borrowers. 

Question S. — Since the majority of people resorting to borrowing transactions are 
illiterate they have got no facilities at all in inspecting their accounts. A banker of some 
standing! zealous of his reputation, will resent the inspection of his accounts by a stranger, 
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If BOtoe sort of facilities in obtaining cheap capital to increase his business are provided 
by the Government to an indigenous banker it can be very rightly arranged that he will 
have to publish for, or make known his accounts to, parties concerned as a legitimate 
price therefor. In this respect he will rank as a public concern and then he will not 
feel slighted if and when his accounts are inspected by anybody, either interested 
personally or on behalf of his client, friend, or relative. Literate borrowers are provided 
by bankers with memoranda of their accounts on demand, and are free to inspect the 
accounts by themselves; but since most of them are not conversant with the script in 
which they are kept the opportunity is seldom availed of. , 

E. — Defects of indigenous banking. 

Question 1. — ^Professional bankers, being removed from the scene of their operations 
as living in the city, and the realisation of money being not attended with any undue 
severity on their part, are very popular with the villagers by whom they are hailed as their 
ma-bap; whereas village moneylenders, zamindars, and prosperous agriculturists, because 
of their residence amidst their clientele who by reason of this fact, demand their money 
in season and out of season, and take undue advantage of their position by availing them- 
selves of begaTf etc., are looked upon with concealed indifference accompanied by fear 
and even hatred. Occasional murders of village moneylenders and brutal attacks to which 
they are always exposed bear eloquent testimony to the state of unpopularity which they 
carry with their clients. 

Question 4. — ^There are some defects in the dealings of indigenous bankers with 
their clientele, but they are general in character; and these defects have already been 
given prominence to in the preceding pages. There are no organised attempts made 
to worsen the condition of the debtors. If there are any defects which call for immediate 
remedy, they are due to lack of competition among the same as well as the various 
classes of moneylenders flourishing in these parts, and they can only be removed by the 
supply of ample capital. Legal steps may reduce their severity, may scotch their evil 
influence but they cannot totally kill them: If a thing is wanted by many and if its 
quantity is limited, it is quite natural that the highest bidder will be in the position 
to obtain it. Nothing but the increasing of the quantity can improve his state of 
affairs. 

Question 5. — So far as my community is concerned whenever contingencies arise 
they are able to meet the demands with the assistance of one another. 

F . — Co-ordination, 

Question 1. — Professional bankers of my Eastogi community, since belonging to one 
brotherhood, have business relations with one another. Small capital holders open their 
accounts with big firms and receive loans on purza or pronote, as the case may be, to meet 
demands upon them. They also mortgage their ornaments, house property or any other 
sue! property when purzas and pronotes are not considered as enough securities. Banks 
are of no particular assistance to such professional bankers as described in answer to 
question no. 1, Part II-E. The indigenous bankers are given no preferential treatment 
at all by the Imperial Bank of India and joint-stock banks. 

Question 2. — Co-ordination between indigenous bankers and other banks is desirable 
in the directions of agriculture and trade and also of industry. If loans for genuine 
agricultural purposes or for the payment of previous debts are to be incurred by a zamindar 
it is better, both from the point of view of local knowledge and experience which a private 
banker possesses as well as of security, if he is taken into partnership by any bank 
while advancing such loans. The same can be done in cases of financing trade and 
industrv. Better still it will be, if the private banker is allowed to free himself from 
this^ partnership by paying back the money of the loan on his own account, and then 
having the whole loan transferred to his name from the joint name of the bank as well as 
himself. This will provide capital to the private banker, good and easy terms to the 
SQiffiindaf debtor, and enable the bank to keep its fund in a fluid state. I shall be Very 
glad to recommend the establishment of a provincial bankers' association and will Join^ 
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ib as well as persuade others of my community who have business dealings on fcig 
lines to join the same. I think co-ordinatJon on these lines will be helpful. 

G . — Consolidation of indigenous hanks. 


Question 1. — ^The indigenous banking system can be improved if special facilities 
in the shape of large credit for long terms is provided by the Imperial Bank of India 
or other jojnt-stock banks on the security of such approved of assets as landed property, 
ornaments, and the good*will of the indigenous bankers, and delays in the realisation of 
loans due to certain laws as enforced by courts are put a stop to by amending those 
laws in accordance with the demands of the situation. In this manner the indigenous 
system of banking which finances agriculture and small scale trades and industries 
will be of still greater benefit to them. 

Question 2. — ^Indigenous banks would surely attract an increased clientMe if they 
are recognised by the Government, as thereby they would inspire greater confidence with 
regard to their dealings. The first condition so far as the Government is concerned should 
be to provide ample capital on easy terms to indigenous bankers and to include landed 
property among the approved of securities; and the bankers on their part be made to 
conform to those regulations which tho Government will promulgate in order to safe- 
guard the capital advanced and to inspire greater confidence in their clients. 

Question 2A. — As regards the proposal to set up a class of licensed or registered 
moneylenders under State control with special facilities in the interests of agriculture, etc., 
I have already accepted with approval this proposal and have suggested it myself. 
According to my reading of the situation as it exists to-day these licensed indigenous 
bankers will be a great boon to that vast majority of rural population which has itself no 
rights to land and which consists of merely tenants-at-will. I have already pointed out 
the safeguards to be provided for. I would restrict tluir lending to productive purposes 
only. 


Question 3. — In my opinion if facilities arc provided by the Government as indicated 
above, indigenous bankers wall not, and need not, look askance at the introduction of 
measures designed to regulate their operations and enforce publication of their balance 
sheets, which wall be in their own interests as well as in those of their clients. 

Question 4. — Money lies idle in the hands of the indigenous bankers during those 
seasons of the year when money is not wanted by agriculturists. Say about ten per 
cent, of the capital invested remains idle. This money lies idle for some months and is 
then invested again at the time of sowing and when the Government revenue is to be 
paid; but for the last three years, due to scarcity causes, very little or no money has 
been idle and indigenous bankers have invested all the money they had, and sometimes 
have had to borrow from wherever they could get, to help their clients. 

Question 5. — ^I do not know whether any connexion exists between the indigenous 
banking system in my locality and the principal money markets; but I think it is both 
possible as well as desirable to create it. 

With the object of creating such a connexion, my preference is for the fifth method 
mentioned in the question, viz., that banks on what are known as “Oommandit** principles 
be established in the different parts of the district with those gentlemen on their 
directorates who do their business there; in my opinion this method is free from all 
those drawbacks pointed out in the question itself. 

I think a joint-stock bank as suggested above would attract enough business 
to make its establishment profitable, provided that influential persons in the line-— 
persons having experience and knowledge of the localities concerned, who have ample 
stakes to lose with the fall of the bank — are taken on the directorates of the banks. 
Besides this, Government’s recognition will be another step taken to prove the stability 
of the bank to the public and will thus serve as a better incentive for attracting capital 
in the shape of deposits and savings from the people of those localities. 
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I would regard the establishment of a Central Keserve Bank to create a bond of 
connexion between all the elements of the banking system as desirable. The indigenous 
banks should be linked with the Central Reserve Bank through a joint-stock bank. 
According to my estimation the number of banks on “Coramandit” principles if estab- 
lished will run into thousands for the whole of India, and hence there ought to be 
intermediaries between the Central Reserve Bank and these banks for better and efficient 
management and working. 
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Late BABU RAM VARMA, Banker, Etawah. 

Replies to the questionnaire. 


I.— Aoeioxjltural credit and credit faoilitibs. 

Part A. — Agricultural borrowing for purposes of production. 

Question 1. — ^Thb cultivators of the Etawah district borrow money from the Gov- 
ernment, co-operative societies, vilage moneylenders and from arhatias (commission 
agents) of the market. 

They borrow for the following purposes, viz. : — 

Repayment of earlier debts. 

Payment of accumulated interest. 

Marriage and other social functions. 

Famine and other kinds of distress. 

Payment of land revenue or rent. 

Seed. 

Expenses of cultivation. 

Litigation. 

Purchase of plough or other cattle, and 

Subsistence. 

It is difficult to say in what proportion the debt is distributed among the above 
purposes, but about SO per cent, is incurred on account of marriage and other social 
functions and 16 per cent, on litigation. More than half is due to the other objects 
mentioned above. 

Owing to the Tenancy Act and the Land Revenue Act having been amended, the 
need for borrowing money is decreasing. Debt is contracted for purposes of subsistence 
only in special circumstances. 

About three-fourths of the debt is taken from the village moneylenders and com- 
mission agents of the market. About the same amount is taken from Government as 
from co-operative societies. 

About 75 per cent, of the debt is taken in cash and 25 per cent, in grain; and of 
the former about 80 per cent, is incurred for long periods and 20 per cent, for short 
periods. The whole of the debt in grain is incurred for short periods. 

Question 2. — The rates of interest charged for cash advances vary from 9 to 30 
per cent. For loans in kind for seed one and a half times or even twice the amount of 
grain has to be paid. For other loans in kind 25 or 50 per cent, interest is charged in 
grain. 

Interest is generally combined with the capital at the end of one year, but in 
some places this is done after six months. 

The rates are in my opinion excessive. 

In addition to interest something has occasionally to bo paid at the time of bor- 
rowing to the person through whom the loan is arranged bv way of commission. The man 
who is sent to demand repayment is paid something by way of reward and his diet expenses 
to avoid payment for the time being. 

Question 8. — In the case of borrowing for agricultural purposes the security reauired 
IS that of land mortgage, standing crops, ornaments or agricultural implements. Many 
cultivators are either unable to borrow money for want of security or borrow only a small 
amount. ‘ 

The amount of debt secured op land mortgage is decreasing day bv day. Culti- 
vators sre nowadays unable to get more than 85 per cent, of the loans withont sectirity. 
These loans are granted by Government or by co-operative societies and only in kind. 
The remaining loans are obtained on furnishing security. 
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Question 4. — ^Payment of debt is enforced by taking possession of the stan^g crops 
or barn, the sale-proceeds of the produce or by putting bullocks, etc., to auction. 

The cultivator when repaying grain debts has to pay at one and a quarter or one 
and a half times the usual rate. The cultivator can only ascertain the prevailing rate 
in the market by going to the market and inquiring what the rate is. 

Question 6, — Cultivators never take taqavi for building tanks or wells, nor do they 
borrow as much taqavi for seed, cattle and agricultural implements as they might. 
This is due to want of facilities and ignorance. 

In abnormal years it becomes difficult to borrow money from elsewhere. Hence four 
or five times as much taqavi is borrowed in abnormal as in normal years 

There are many defects in the present taqavi system, viz. : — 

(1) No taqavi is granted without the patwari’s or the kanungo’e recommendation, 

and they do not recommend the grant v*rithout taking some bribe. 

(2) Taqavi is distributed at the headquarters. J^Ivery cultivator has to go there to 

borrow and to repay it. 

(3) The rate of interest on taqavi is too high. 

(4) A date is often fixed for the repayment of taqavi, which is sometimes incon- 

venient to cultivators. 

(5) It is difficult for a cultivator to repay the loan at any fixed date. He is, 

therefore, subjected to much inconvenience. 

(6) The tahsil peon sent to demand the money has, in addition to his diet ex- 

penses, to be paid something by way of reward. 

Taqavi should be granted on the recommendation of the zamindar, and the rate of 
interest should be reduced. Furl her, the date of repayment should be fixed with due 
regard to the convenience of cultivators. Taqavi should be realised from cultivators along 
with rent. 

Question 6. — Cultivators do not combine together to produce any crops. Such a 
combination is certainly desirable but it is not vet possible owing to want of knowledge. 

Question 7. — There are the following defects in the present system of agricultural 
borrowing : — 

(i) The cultivator cannot make a correct estimate of all his wants at the time 

of borrowing. He therefore borrows more than he requires and squanders 

it away. 

(ii) When borrowing for agricullural purpeses, cultivators often furnish the security 

of things required for cultivation. 

(iii) Cultivators cannot get a loan without furnishing some security. 

(iv) A good deal of interest has to be paid and all thieir savings are spent in pay 

ing interest- 


Part B. — Agricultural borrowing for purposes of marketing. 

Question 1. — Cultivators take their produce to the arltatias (commission agents). 
Moneylenders getting grain in payment of the loan advanced by them take it to the 
market. Traders living in cities purchase grain in villages and bring it to the market. 

The methods of marketing are the same whether the crop be one mainly for domestic 
consumption or one mainly sold in the market. 

Question 2. — Money for financing the marketing of crops is obtained from com- 
mission agents, grain merchants and moneylenders. 

There is no co-operative society in my area. A co-opterative sreiety is sure to in- 
crease the savings of cultivators. 

Question 3.— In selling his produce to the local moneylender, the cultivator has 
to sell it at a cheaper rate and is thus put to a loss of 20 per cent. In selling it through 
the commission agent, he has to pay from 6 to 15 per cent, in octroi, tax and commission, 
etc. If sold through a broker the produce has to be sold at a cheaper rate. The same 
expense has to he incurred in the case of grain merchants as in that of commission 
agents. The charges are the highest in the case of cotton, a little lower in the case of 
grain and the lowest in the case of sugarcane. 

Question 4. — Cultivators store their grain in a granary or give it away as loan. 
There is great scope here for several persons combining together. 
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In markets the grain is stored in underground granaries, in private or hired 
godowns and in bank godowns. In storing the grain in this way the merchants have to 
invest a good deal of money or they cannot get much profit. 

Question D. — About 60 per cent, of the value of goods can be obtained as Ipan 
on the security of the goods. 

Part C. — Extent and nature of agricultural indehledncss. 

Question 2. — The richer agriculturists lend all their savings to the poorer. 

Question 3. — Land is passing from the possession of efficient farmers to persons 
who are not farmers. There are many zanundars wlio are not farmers. If this process 
continues the land will, as in Ireland, pass into the hands of the people who have no love 
for it, but who only want money, and no improvement will be effected in the land. 

Part D. —Credit facilities in respect of agricultural production and marketing. 

Question 1. — The existing credit facilities in respect of crop production are not 
adequate. Co-operative societies should be established everywhere and arrangements made 
for diffusion of knowdedge. Eates of interest should be lower. Loans should be advanced 
without any security. Accounts should be regularly examined. 

Question 2. — Only the Imperial Bank advances money to all persons. Money can 
be easily borrowed on a low rate of interest for foreign trade. 

Part E. — Land mortgage hanks. 

Question 1. — Loans are obtainable for long periods by landlords to the extent of 
half the value of their land. Tenants can get long-period loans to the extent of tlieir 
title to the land, and so far as the land is considered a sufficient security for the amount 
to be advanced. 

Question 2.— The security taken for such long -period loans is land and ornaments. 

The difficulties of long-period borrowers are (i) their inability to furnish adequate 
security, (ii) if they fail to pay the interest, they forfeit their security, (iii) holdings of 
tenants cannot be easily transferred. 

Question 3. — ^As holdings of tenants cannot be easily transferred, they are not consi- 
dered to be an adequate security. The zamindars and rich cultivators alone can advance 
money on the security of such holdings. They charge ns much interest as they like. 

Question 4.~Occupancy rights do not serve as adequate security for long-term 
advances. Tenants are able to borrow more money from other cultivators alone. 

Part F, — Co-operation, 


Question 1.— The Imperial Bank of India is the banker of co-operative banks. The 
latter have the same relation with joint-stock banks as with the Imperial Bank. The 
indigenous banks are almost all of them their shareholders. There is no competition 
between the co-operative banks and the joint-stock banks. 


Question 2. The co-operative societies have difficulty in raising capital. The indi- 
genous banks do not see much profit and hence do not invest their money in such societies. 
Owing to want of adequate security and difficulty in realising the money they can hardly 
get any loans. Cultivators do not understand the advantages of co-operative societies 
and CIO not invest their savings in such societies. 


Question S.—There are only 46 societies in such a big district as this. Some of 
^em are m a deplorable condition. There is much room for improvement in this direction 
Enthusiastic workers and propaganda are badly required for this purpose. 

4.~Exemption of co-operative societies from income-tax or the inclusion 
of the debentures of provincial co-operative banks in the list of trustee securities woSd 
stimidating the growth^ of the cx>-operative movement, but the people 
should know the advantages of co-operative societies, ^ ^ 
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Question 5. — ^The establishment of the provincial co-operative bank would not stimu- 
late the co-operative movement in this province. It should be the duty of ofi&cers of every 
district to stimulate the co-operative movement. Work cannot be carried on in the same 
manner throughout the province. Officers concerned with the co-operative movement should 
take the circumstances of each district into consideration and devise suitable measures 
for promoting the movement. 

Part G. — Small industries allied to agriculture. 

Question 1. — There are very few small industries allied or supplemental to agri- 
culture in my area. 

Question 2. — They are not progressing. Cultivators and other inhabitants of vil- 
lages should realise the value of time. Arrangements should be made for the spread of 
knowledge, particularly knowledge of the various industries among them. Model factoriee 
should be opened. Exhibitions should be organised and monetary help should also be 
given. 

Question 3. — Cotton ginning, spinning, weaving, preparing pur, producing and 
manufacturing tobacco and growing fruits and flowers are enterprises which may give 
employment to a farmer in the off-season. None of these enterprises requires a large 
capital. 

Part II, — Small urban industries. 

Question 1. — The cottage or art industries of my area are financed by borrowing 
from moneylenders, traders and commission agents. Artisans get their supply of raw 
materials and implements from arhatias (commission agents), and from traders who get 
their goods prepared and by borrowed money. The wares are sold direct to the consumer, 
to the commission agent or to the traders. Middlemen and large dealers supply money 
and raw material. They buy goods, make them known and sell them. 

Question 3. — Instances of sweated labour are to be found amongst those preparing 
eorthern utensils and toys ; also those grinding corn with their hands and those preparing 
rice and dais. Those who belong to one and the same community and carry on the 
same x^rofession can be protected by means of the panchayat of their community. 

Question 5. — An industrial bank would be a suitable method of improving the pre- 
sent system of financing small industries, but it should a co-operative bank so that the 
artisans may learn how to save money. Such a bank should issue loans to artisan 
societies as w’ell as to individual artisans and firms. 

Question 6. — Sales associations, d6p6ts and emporia will be of effective assistance 
in advertising and marketing art wares. They should be financed by traders, com- 
miesion agents and rich artisans. 

Part J. — Internal remittance and negotiable instruments. 

Question 1. — The facilities available to the public, including banks and bankers, 
for internal remittance are money-orders, insurance, hundts, and the withdrawal of money 
deposited in banks by cheques. But there are defects in the present system as payment 
is delayed ; and when a large sum of money is to be sent it costs a good deal and the 
delay is greater. 

Question 2, — ^The part played by negotiable instruments is that money can con- 
veniently be sent to the placS where it is required. 

Question 4. — is possible to extend the use of bills of exchange by reducing the 
duty, by providing facilities for sending them by post and by opening more banks. 

Question 5. — The post office agency for handling internal remittances shonld be 
extended and cheapened but illiterate traders would not derive much benefit from it. 

Question 6. — Only two kinds of hundis are current, namely, those payable at sight 
and those bearing a fixed date. The former is discounted according to the credit of the 
drawer or seller, and the latter according to the rate of interest and the bank rate, but 
they do not pass freely from hand- to hand. They are discounted in the district,, but they 
are also sent elsewhere. * 

Question 7, — ^It is possible to borrow money on the security of railway receipts, 
invoices and hundis bearing a fixed date. 
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n. — ^Indigenous banking. 

A. — Organisation of indigenous hanking. 

Question 1. — The various classes of indigenous bankers are arhatias (commis- 
sion agents), money changers, and moneylenders. They lend money, purchase and sell 
hundis and lake property or ornaments in pawn. 

Some indigenous bankers are also traders or commission agents or zamindars or 
house owners, but in the case of others banking alone is the mam business. 

Question 2. — ^Barring commission agents no one invests money In agriculture, all 
invest money in trade and only merchants invest money in industries. They advance 
money for goods which they purchase ultimately. 

Question 4. — There are no financial houses in the province dealing solely in the 
provision of credit facilities by purchase and sale of hundis and other bills of exchange. 
Their absence is due to the possibility of loss and the income being small. 

B, — Raising of funds by indigenous bankers. 

Question 1. — The various forms of credit instruments used by indigenous, bankers 

are — 

(i) Hundis that arc payable at sight, and those bearing a date, 

(li) railway receiptb, 

(iii) invoices, 

(iv) pronotes, and 

(v) receipts. 

Question 2. — Indigenous bankers provide themselves with funds to meet demands 
made upon them by use of their own capital, by borrowing from banks or by means of 
hundis, and they obtain assistance from banks by purchasing hundis or on the security 
of property. 

Question 3.-— Indigenous bankers receive deposits on the understanding that suffi- 
cient notice should be given of the intended withdrawal and that money should not be 
withdrawn at the time when the bank stands in urgent need of it. The rates of 
interest on such deposits vary from nothing to Be. 0-7-9 per cent, per month. 

C . — Advances by indigenous hankers. 

Question l.-~Lcans are granted by indigenous bankers on hundis, on the security 
of goods, on properly and ornaments given in pawn and on pronotes at rates of interest 
varying from 6 to 15 per cent. 

Question 2. — Indigenous bankers advance loans in money only, which they borrow 
at 12 per cent, and lei^ at 18 per cent. 

It is possible to improve the organisation of banking. If banks grant loans on a 
low rate of interest, the rate of interest elsewhere will also be reduced; but such reduc- 
tion will not benefit the agricultural community as the benefit is intercepted by village 
moneylenders. 

Question 8. — Clients of bankers have no facilities in inspecting their accounts with 

them. 


D. — Exchange and money market. 

Question l.—There is no local exchange and money Market in any place in the 
district. 

Question 2. — Money changers and sahukars assist the borrower in obtainin'" loans 
and get commission from him. 

Question 3. — Hundis are purchased and sold at the following rates : — 

(i) for internal remittance — from one anna per cent, above par to four annas 

per cent, discount; 

(ii) to obtain credit — from 1 anna to Be. 1-4 per cent, per month. 

There are seasonable variations in these rates of which the causes are the bank 
rate, bank holidays, insufficient money and insufficient demand. - 

The Imperial Bank of India rate increases and decreases the bazar rate. If the 
bazar rate is very high the Imperial Bank also sometimes increases its rates. 

u f market is not influenced by any organisation such as the 

Panch^at Sarafa of Delhi or the Shroffs Association of Bombay. 
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E, — Defects of indigenous banking. 

Question 1. — In the public opinion each class of indigenous banker in my locality 
•demands a good deal of security in lending money; the rate of interest is high, and hard- 
ship is caused in realising the money. 

Question 2. — Indigenous bankers do not experience any legal or other difficulties 
in carrying on their business. 

Question 3. — Facilities should be provided for money advanced by indigenous bankers 
being easily realised through the law courts. 

Question 4. — ^Hardship is caused to borrowers in realising money from indigenous 
bankers. Sometimes indigenous bankers evade the demands made on them ; sometimes 
they refuse them, and at other times cause unnecessary delay. 

Question 5. — Indigenous bankers should be nble to obtain money from banks on 
their personal but adequate security. 

F. — Co-ordination. 

Question 1. — The only co-ordination between all classes of indigenous bankers and 
other banks is that they purchase one another’s hundist and preferential treatment is given 
to indigenous bankers over other customers by the Imperial Bank of India and joint- 
stock banks in that they purchase their kundis at a lower rate. 

Question 2. — Co-ordination between indigenous bankers and other banks in the 
provision of credit to trade and industry generally exists in the fact that both advance 
money on the security of goods ; bub for better co-ordination of this kind, money should 

pass from one to another easily and at a low rate of interest. 

Question 3. — Difficulty is experienced in the collection of cheques on indigenous 

banks working in mufassil towns as they have to go to the city to cash them or have 

to cash them at a discount. These difficulties could he removed by the establishment of 
branches or agencies of banks. 

G. — Consolidation of indigenous hanks. 

Question 1. — The consolidation Und improvement of the indigenous banking system 
could be effected if a lower rate of interest is fixed by law. 

Question 2. — Indigenous banks would not secure an increased clientele if they were 
recognised by Government, unless facilities for tenants are increased, the rate of interest 
reduced, and the hardships to tenants in realising money are removed. 

Question 3. — The introduction of measures designed to regulate their operations 
and enforce the publication of their balance-sheets would be considered by indigenous 
bankers to be an undue interference with their rights and would not be approved by them. 

Question 4. — ^When the produce is sold and trade declines money lies idle in the 
hands of indigenous bankers and there is a tendency for it to be concentrated in important 
trade centres ; if the cultivator follows sorti^e other occupation besides agriculture, 
and money is invested in that business, it will be possible to find remunerative employ- 
ment so that these funds will remain in the district. 

Question 5. — ^The indigenous banking system in my locality is connected with 
the Imperial and the Allahabad Banks through their branches. For this connection 
I think the “Commandit” principles will prove very useful. When two families live 
jointly they can carry on banking business jointly. Every partner should have a 
hand in the management in proportion to the amount of his share. 

in. — ^Investment habit and attraction op capital. 

A. — Encouragement of saving and investment habit. 

Question 1. — The existing banking resources are moneylenders, the Imperial Bank 
Df India, the Allahabad Bank and the co-operative banks, but they are not adequate 
when the money is invested in trade, as it is not so much the capital that is required 
tiB facilities for obtaining it. 

Question 2.— The existing means or institutions for encouraging the habits of 
saving and investment are savings banks, lending and borrowing, and post office cash 
certificates; but these facilities are not available everywhere. 
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Question 8. — ^Tha people of my locality are in the habit of investing in gold anJi 
silver for the making of gold and silver ornaments. 

Question 4. — Postal cash certificates are not popnlar in my district, but if the^ 
rate of interest is increased, and money can be withdrawn at any time, they wiU> 
become popular* 

Question 5.— Post office savings banks do not afford adequate facilities to the 
investing public. Facilities should be provided for depositimg or withdrawing money r 
and a higher rate of interest should be allowed. 

The classes that at present take advantage of the various facilities for investment 
offered by the post office are the middle class and the literate inhabitants of the cities; 
to attract other classes the abovementioned facilities should be increased. 

Question 11. — ^The habits of various classes of the people in dealing with money 
surplus to their normal expenditure are as follows : — 

(i) Those who are rich invest money in ornaments or in trade. 

(ii) Middle class people invest their savings in ornaments or deposit them in 

savings banks. 

;jii) Poor people either invest it in ornaments or bury it in the ground. 

Question 12. — ^Farmers in a prosperous year invest their surplus funds in orna- 
ments; what is left is buried in the ground or lent to other persons or to fellow- agricuV 
turists on condition of getting a high rate of interest or grain at the time of harvest. 
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Messrs. BHAU LAL, Bankers, Shahjahanpnr. 


Replies to the questionnaire. 


I. — Agricultural credit and credit facilities. 

Part B . — Credit jaailities in respect of agricultural production and marketing. 

Question 1. — The respective parts played by various credit agencies in respect of 
<«rop production are as follows : — 

(1) Government distributes taqdvi. 

(2) The Imperial Bank of India and the joint-stock banks do not provide 

agricultural credit in respect of crop production. 

(3) Co-operative banks play an important part inasmuch as they advance loans 

to the agriculturists. 

(4) The indigenous bankers and gnain raerchante advance money to the agri- 

culturists against the security of the sugarcane crop. 

(5) Professional moneylenders play a prominent part in financing the agri- 

culturists. In professional moneylenders are included the (fist distributors 

of Moradabad, Bijnor, Meerut and other districts, and the village money- 
lenders. 

(6) Companies trading in fertilizers are not to be found in our district. Agri- 

cultural implements are given on credit on fixed annual rent. 

The existing facilities are not ade|uate. They can be increased by the expansion 
•of co-operative banking and the establishment of land-mortgage banks. 

There are some defects in the existing system of agricultural credit. It is both 
•costly and unsystematically worked. These defects will be removed iP village banks are 
•estahlisbed. 

Question 2. — Marketing of crops is chiefly done by grain merchants. From the 
village to the mandi export trade is financed by the village •mahajan or bania. 
From the mandi to the distributing centre it is financed by the indigenous bankers 
•generally. From the distributing centres to the exporting ports it is financed by the 
joint-stock banka and the Imperial Bank. Import trade from the importing port to the 
distributing centres is financed by the joint-stock banks and the Imperial Bank, ana 
‘fl*om the distributing centres to the consumers chiefly by the indigenous bankers. 

The existing credit facilities in respect of marketing of crops are not sufficient 
according to the needs of the trade. The chief cause is the rising of the discount ra^^e 
•which makes the borrowing of money hard. The chief remedy therefore lies with the 
•monetary authorities. Money should be made cheap by the banks. 

Question B.— If there is any co-ordination among the various credit agencies it is 
between the indigenous bankers and the grain merchants. It can be improved among 
others if credit is extended. 

Question 4. — Credit facilities in the matter of internal trade are easily available, 
•and at a favourable rate; rapidity of turnover is possible in the case of internal trade. 
Tn the matter of overseas trade credit facilities can be had at a higher charge with 
•very liltje volume of business transacted. 
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Part E. — Land-mortgage banks. 

Question 1. — Loans for long periods are obtainable by landlords in our district to^ 
a very limited extent — say, 16 per cent, of the applicants can get it. Tenants of various- 
kinds can obtain loans for long periods on a much larger scale. 

Question 2. — Long-period advances are available to landlords on the security of 
rno’tgage of their immovable property and by tenants on mortgage of their occupancy 
rights 

'rhe chief difficulties of Jong-period borrowers are specially excessive rates of in 
terest, short-periods of advances, the interest being payable by six-monthly or yearly 
rests, in default the interest amount to be included in the principal. Thus these loans- 
are not easily payable 

Question 3. — Non- transferability of tenure does act as an impediment to long-term 
credit, and the rate of interest is therefore enhanced in view of the risk one has to take 
in the advance of such money. 

Question 4. — Occupancy rights do act as sufficient security for long-term credit for 
the lifetime of the tenants. The value of such security can he incronsed if the law 
regarding heirless tenants is modified. 

Question 6. — We are sure the establishment of land mortgage banks will largely 
solve tbe problem of long-term advances in this province. 

Question 6. — There should be two mortgage banks — one to deal with the farmers and 
small landowners and the other with big landowners. 

There should be connexion of the working arrangement between the two, that is, 
there should be one government officer who should examine the value of the property 
mortgages of which are assigned as security on behalf of the bond-holders. Such officer 
should be one for both. 

The land-mortgage banks should have share capital of their own. Iffie capic'il 
which each bank is required to keep before commencing business operations should bo 
fixed at some figure divided in shares open to subscription. Subscription should lo 
open to any person, corporation or estate. The Government should undertake the obli- 
gation of subscribing the balance if the share capital is not taken up by tJie public. 

Such banks should be managed by six directors. Two should be appointed by 
a board of “long-term credit banks” especially created; by an Act of tbe Government, 
The rights and votes of the shareholders should be the same as that of limited 
concerns. 

The maximum period of the loans should be fixed at 25 years, but the maximum 
amount of loan should not exceed 15 times the estimated annual net income of the 
property after deducting the land revenue of the same. 

Land-mortgage banka should obtain working capital by floating bonds in the 
market against the security of the mortgages obtained by them in their favour. They 
should also obtain it from deposits, debentures, etc. It is not necessary that the deben- 
tures should carry a Government guarantee. The assets represented by mortgages held 
by the bank should be the guarantee for the principal and interest. The Government 
should take up the balance if they are not taken up by the public within a prescribed 
time. The debentures should rank as trustee securities. 

The mortgages held by the bank can be handed over to the Government in lieu 
of its financial obligations and it can be safeguarded against loss thus. 

The following modifications of the existing law or special arrangements, itl> 
favour of land-mortgage banks, are suggested ; — 

(i) Certificates of encumbrances should be issued by the registration office at 

a nominal charge. 

(ii) There should be a reduction of stamp duty, registration charges and court* 

fees. 

(iii) Notifications of proposed mortgajfes will be disliked by the loans-taking- 

public ; the bank should satisfy itself legally before granting loans. 

(iv) The process of foreclosure and sale in the event of non-payment should be- 

simplified. 

(v) The power to manage defaulting estaJ.es should be vested in land-mortgager 

banks. 
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Provincial land-mortgage banks should be co-oidinated under an all-India central 
institution. The constitution should be like this — 

In tl>e first place a Loan Act should be passed by the (xovernment. The Act 
should provide for a Loan Board which should have gei.eral supervision. The Board 
should organise land-mortgage banks. It should consist of the Finance Member ex 
officio and four other members appointed by the Governor-General in Council. 

Question 7. — The value of land can be estimated by taking the average of the net 
annual income of the property for three years after deducting land revenue and other 
charges and by multiplying such average by fifteen times. 

In our district the value of land per acre differs according to the crops grown on 
it. The nature of the crops, the areas under cultivation and natural mishaps affect 
this value. 

There is great difference in prices obtained for land. In cases of non-payment of 
revenue the land is auctioned by Government at a very low value for the Government only 
cares for the realisation of the revenue. If the price fetched covers the amount of the 
revenue it will have no hesitation in sanctioning the auction. It is no matter to the Gov- 
ernme^'t whether the land has fetched its real value. In a sale on a court decree the 
purchaser is bound to bid for an amount not less than the estimated value prepared 
by the revenue staff of the Government. The estimate is prepared on a fixed net annual 
income which is much lower than its market value. In private negotiation the land 
fetches its real market value. Under normal conditions the proportion of the market 
value is nearly 22 times the annual yield of average quality land. 

Part F. — Co-operation, 

Question 1. — The relation which exists between co-operative banka and the Imperial 
Bank of India and the joint-stock banks is that the latter act as bankers to the co-operative 
banks. Co-operative banks keep their surplus funds with them and withdraw when they 
stand in need of them. 

There is no competition in our district between the co-operative banks and the 
joint-stock banks as the field of activity of the two differs in their spheres. Co-operative 
oanks confine tJieir investments to rural areas while the joint-stock banks deal chiefly in 
urban ones. 

Question 2. — The special difficulties of co-operative societies in raising either short 
or long* term capital are insufficiency of the capital that they can raise, and the personal 
surety of one or t'wo members of the society for the whole amount allotted t-o a 
society. 

Question 3. — The amount of capital available for financing the co-operative move- 
ment in our district is in no way sufficient for financing it. No right estimate can be 
formed as it depends on the prosperity of the agricultural conditions. The amount can 
be raised by the issue of shares. 

Question 4. — ^It is possible to stimulate the growth of the co-operative movement 
by financial concessions : exemption from income-tax will increase the margin of savings, 
and the inclusion of debentures in the list of trustee securities will help considerably in 
raising the amount required for financing the movement. 

Question 5. — The establishment of the provincial co-operative bank will be best 
suited for the stimulation of the co-operative movement in the provinces. 

Part J. — Internal remittance and negotiable instruments. 

Question 1. — ^The facilities available to the public, including banks and bankers, for 
internal remittance are the drafts of the Imperial Bank on places where it has got its 
tranches or the issue of supply bills on certain fixed centres. The facilities available 
are very limited in scope and costly as well. They can be improved by a free issue 
of supply bills on all places where there is a government treasury or a branch of the 
Imperial Bank. 

Question 2. — ^Negotiable instruments play an important part in the internal trade 
of the province being instruments by which money can be got at the spot for affecting 
purchases. 
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Question 3. — Supply bills facilitate internal remittance to a very limited extent. 
Their utility can be increased if they are issued on all places where inhere is a government 
treasury or a branch of the Imperial Bank, and the distinction in charges between 
those lielow Es. 10,000 and above it be removed, — the charges should be one-an:’a 
per cent, for all bills of any amount but not below Rs. 1,000. 

Question 4. — The use of bills of exchange can be extended if duty is reduced on 

them. 

Question 5. — ^We are not in favour of the extension, cheapening and improvement 
of Post Office agency in handling internal remittances for it will be a great blow to the 

banking system and it should be left for the banks only to do. 

Question 6. — ^There are two classes of hundis current in our district — demand and 
draft hundis. Demand hundis are payable on presentation, while draft hundis are pay- 
able on the expiry of the period for which they are written. 

The Negotiable Instruments Act in its present form has no provision for the 
period; demand hundis can remain current and sometimes they remain in a rotati^^g 
state for a considerable time. There remains always the risk of the money being lost 
on the failure of the drawee, hence fixing of the period of the currency will surely 

protect persons handling hundis and this can be effected by the amendment of the 

Negotiable Instruments Act. 

Hundis in our trade centre are held by middlemen, merchants and commission 
agents and they also pass freely from hand to hand. 

Hundis of our district are discounted in our district and are also sent outside 
for discounting and rediscounting. 

Question 7. — ^It is not possible to borrow money on the security of railway receipts 
or invoices ; one can borrow on the security of government loan papers. The question 
of transfer is the chief difficulty, for some instruments are not transfernble. These 
difficulties can be removed by getting the transfer rights written on a separate stamp 
paper. 

II. — Indigenous banking. 

A, — Organisation of indigenous hanking. 

Question 1. — There are two classes of indigenous bankers in my district — one whose 
business is lending money onlv and another which deals in all sorts of busioi/'>8, 
such as receiving deposits, dealing in hundis^ lending money. 

" Indigenous bankers combine other business with their own such as khandsar 
(dealing in sugar) and bhandsar (stocking of grain). Banking is their (principal 
business; others are subsidiary to it. 

Question 2. — ^Indigenous bankers, if they also deal in sugar, do much in financing 
agriculture by distributing money to the tenants against the security of their sugarcane 
crop. ^ 

They help trade by supplying money to the grain merchants and the commis- 
sion agents. In industry they do very little. 

Q'^iestion 3. — ^It is very difficult to arrive at an estimate of the resources of the 
indigenous bankers. The volume of their business can he said to be fifty lakhs. No 
correct information can be given of their expenses. 

The annual net return to each class of indigenous bankers on their capital after 
making allowance for legal expenses of management, losses through bad debts, is in 
one way more than Es. 20,000. 

Question 4. — There are no financial houses in the province dealing solely in the 
{mrehase and sale of hundis and other bills of exchange. Their absence is due to the lack 
of sufficient hundis and exchange business. 

Question 5. — The methods pursued by indigenous bankers in keeping accounts is 
that of the single entry system. 

B. — Raising of funds by indigenous bankers. 

Question 1. — The various forms of hundis are demand and sight hundis. Other 
credit instruments are pro-notes and sarkhats. Hundis are widely current but pro-notes 
and sarkhats are also much used. 
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C^sHion 2. — ^Indigenous bankers provide tlicmselves with funds by drawing demand 
<or sight hundis in order to meet demands upon them. The assistance which they receive 
from the Imperial Bank and the joint-stock bank is very limited. They obtain such 
assistance by either pawning their ornaments or against Government securities or by 
•drawing sight hundis. 

The defect in the present system is that the indigenous bankers cannot get 
■eiifificient funds on credit : credit must be extended. 

Question 3. — Indigenous bankers receive small-term deposits on a lower rate of 
interest and long-term ones on a higher rate. On short-term deposits for six months 8 
per cent, per annum is generally, allowed, while on long-term deposits for a year or 
•more 4^ per cent, is allowed. These rates vary at different seasons. 

C. — Advances hy indigenous hankers. 

Question 1. — The various methods in which indigenous bankers grant loans are by 
^nortgaging immovable property, pawning of ornaments, advancing on pro- notes and 
-allowing simple credit. 

The terms of these loans vary with their nature. 

Loans are both secured and unsecured. The security of (rnaments, property, grain, 
c<c., is accepted to cover them. 

The rate of interest varies from 9 per cent, to 12 per cent, per annum according to 
dhe security offered. 

Question 2. — Agriculturists have to pay to indigenous bankers generally Ee. 1-9 per 
mensem. 

The organisation of banking can be possibly improved, and the rate of interest 
•CA 1 also be reduced, if the leading banks take up the task. The reduction will surely 
benefit the agricultural community, but much of it will be intercepted by the village 
moneylender. 

Question 8. — Clients of bankers are freely allowed to inspect their accounts with 

them. 


D, — Exchange and money market. 

Question 1. — There is no local exchange and money market in our district in a regu- 
lar way, but exchange work is done by the indigenous bankers. 

Indigenous bankers have businees relations in the important money markets sudi 
as Cawnpore, Calcutta, Bombay and Delhi, and it is thus that the money market is 
linked with them. 

Question 2. — Brokers are middlemen between the buyers and the sellers in the 
exchange and money market. They get generally half an anna per cent. 

Question 3, — For internal remittance the rate of hundis depends on the stiffness of 
-the money market. To obtain credit hundis are purchased and sold with the difference 
of one anna on the market rate. 

There are seasonal variations in these rates. The causes of these variations are 
"the volume of business and the supply of money. 

As the Imperial Bank of India is the leading banking institution of the present 
day and the chief supplier of money for trade, the bazar rate is regulated by it. 

Question 4. — Our local market is not influenced by any organisation such as the 
l^anchayat Sarafa of Delhi or the Shroffs’ Association of Bombay. 

Question 6. — Local usages do govern the trade of our markets ; the sellers of grain 
4ire required to give the weighment charges and a fixed quantity of grain per carriage 
to be distributed to the servants of the buyers. 

E. — Defects of indigenous banking. 

Question 1. — The state of public opinion regarding each class of indigenous bankers 
is quite sound. 

Question 2. — There are many large difficulties which indigenous bankers have to 
face in carrying on their business. 
ifESSBS. Bhatj Lal. 



( 202 ) 


Question 3. — Indigenous bankers are not sufficiently protected in law and require-* 
additional safeguards through the modification of the insolvency law. 

Question 4. — The only defect in the dealings of indigenous bankers is that their 
transactions are not properly secured. They only remedy is that they should be made 
to do secured transactions. 

Question 6. — Indigenous bankers are not able to meet all acceptable demands for 
accommodation, and they are sometimes obliged to refuse such demands on account of 
insufficient working ciapital. Their resources can be extended if they are given a fr^® 
credit. 


F. — Co-ordination, 

Question 1. — Those bankers who deal in hundi business have an intcrselling and' 
purchasing of hundis. 

Those bankers who are of a different class, and do not deal in the hundi business, 
purchase Imndis from the class abovementioned when they stand in need of them. 

Indigenous bankers get their hundis discounted by the Imperial Bank and otJieP 
joint-stock banks. 

The preferential treatment given by the Imperial Bank of India and tho joiul- 
stock banks to indigenous bankers over other customers can ho regarded as negligible. 

Question 2. — The only co-ordination that exists betw^een indip enoiis bankers and. 
other banks is that the latter discount their trade demand bills and thus help in giving 
credit to industry. 

The establishment of a provincial bunkers’ associaiion is most desirable and wi<l* 
serve the purpose of better co-erdinatiom. 

Question 3. — There is great difficulty in the collection of cheques on indigenous 
banker** working in mufassil towns. These difficulties can be removed by extending the 
banking fabric in mufassil towns. 

G, — Consolidation of indigenous hanks. 

Question 1. — The indigenous hanking system can be consolidated and improved and 
can be made more serviceable to the community if the licence system is introduced by 
the Government. 

Question 2. — ^Indigenous banks wdll secure an increased clientele on recogniti'n 
by the Government. The condition of recognition should be the payment of a certain 
amount of income-tax and land revenue. 

Question 3. — ^The introduction of measures designed to regulate their operations, 
and enlorce the publication of their balance-sheets will be resented by indigenous bankers. 

Question 4. — There are times of the year when money remains idle in the hands 
of the indigenous bankers in large amounts, and there is a tendency for the money to- 
be concentrated m the important trade centres. 

Q'ucsiion 5. — Indigenous bankers in our locality have got business relations in im- 
portant money markets within the province. They get money from these markets and sell 
cticir demand bills in them. 

The establishment of agencies of the Imperial Bank of India held by local iiidi- 
genous bankers as a means of creating connexion with the principal money markets ia 
preferred to others. 

The danger that branches of joint-stock banks in every district would by competi- 
tion swallow up tho indigenous bankers cannot be avoided; but the possibility of the now 
joint-stock bank failing to make adequate use of the local knowledge and experience of 
the indigenous bankers can be avoided by the establishment of a local directorate. 

Confidence in the depositing public can be inspired if the new joint-stocte 
bank invests sufficient capital in the locality where it exists. The danger that local 
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branches of joint-stock banka might not invest tlieir deposits in the locality but tran<irer‘ 
them to their headquarters for investment m a larger trade centre will be much avoided 
by the presence of tlie local directorate. 

We do not think that a joint-stock bank as suggested in the questionnaire would’ 
attract enough business to make its establishment profitable. 

In our opinion the indigenous banks should be linked with the central reserve bank 
througii the Imperial Bank of India. 

H . — Defects in statutory and customary law regarding recovery of debt. 

Question 1. — We consider the statement made in the questionnaire to be true 
in all its completeness. The chief difficulties which the creditor encounters when 
endeavouring to recover a debt by process of law are the costly litigation (which includes 
excessive stamp duty and court-fees), law delays and the .delay in the execution of 
decrees and successive postponements of auction sale by the district magistrate.^ Ther 
remedies can be sought in the reduction of the stamp and court-fees duty and the simpli- 
fication of the process of execution of decrees by an amendment in the existing laws- 
bv the Legislature. 

Question 2. — The conclusion of the Eoyal Commission on Agriculture in India 
?cems to be correct. 

The chief defects of the Usurious Loans Act are that it is not effective iUi 
its operation. It unnecessarily prolongs the proceedings of a case with no useful -esult. 
Making an inquiry into the equity of terms settled long before with the consent of both- 
the parties speaks itself of its utter inutility. 

The present state of affairs can he set right by creation of chenp credit agencies 
which wdll obviate the necessity of such an Act 

in. — VESTMENT HABIT AN AITBACTION OP CAPITAL. 

A. — Encouragement of saving and investment habit. 


Question 1. — The existing banking resources in our district are a branch of the joint- 
stock bank, the co-operative bank, indigenous bankers and professional money lenders.^ 
We do not consider them adequate. 

It is difficult to estimate the additional capital required, but an approximate 
figure can bo given, say 26 lakhs. 

Question 2. — ^The existing institutions for encouraging the habits of saving and’ 
investment are the post office savings bonk and the joint-stock bank, but they do not 
provide full facilities as they receive deposits of limited amounts : they require extension 
in tahsil post offices. 

Question 3. — ^The people are in the habit of investing in gold or silver to the 
amount of 8 or 10 lakhs. 

Question 4. — ^Postal cash certificates are not popular with the general public in our 
district. 

Their popularity can be encouraged by a change in the existing terms of issue. 
Instead of issuing them for five years they should be issued for one year. 

Question 4A. — We are of opinion that anything similar to the national savings 
movement in England can be possible in India among the educated classes who number 
few. Co-operation is the pivot on which the whole movement will hinge, and it is to be 
regretted that this is liadly wanting in India among the general musses who are mostly 
illiterate. 

Question 5. — ^Post office savings banks do not afford adequate facilities to the* 
investing public. The facilities can be extended if the maximum limit of amount that- 
one person can deposit in his name is increased. 
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Generally the educated classets take advantage of the facilities offered by the post 
►office. The classes that do not resort to this type of investment should be made to 
•understand its advantages. 

Question 6. — ^We do not consider the allegation that the rates of interest on postal 
«cash certificates and treasury bills are so favourable as to create competition between 
•Government and banks in attracting money to be true. 

Such competition can in no way be healthy as it will strike at the very root of 
banking business. 

Question 7. — As the idea of gold cash certificates is a novel one in India, nothing 
^can be predicted as to vhether such certificates would accelerate the savings and invest- 
ment habit. 

Question 8.*.— It would not promote the savings habit if public bodies like munici- 
palities were to afford savings bank facilities. Nor is it desirable that they should be 
allowed to afford such facilities. 

Question 9. — Government at present affords no facilities for the purchase and sale 
of government securities. The Imperial Bank of India and other banks arrange such 
purchase and sale at favourable rates. 

Small agriculturists and small investors can take up any form of government 
securities if sufficient provision is made for cashing them when they stand in need of 
"money. 


Question 10. — ^The facilities at present afforded by various financial agencies for 
purchase and sale of securities other than those of Government are that they arrange in 
big trade centres for their purchase and sale at most favourable rates. 

Question 11. — Some people invest their surplus money in granting long-term credit 
on mortgage of immovable property; others get ornaments prepared for domestic use. 
'They keep the money in their private chests or bury it underground, or they keep it iu 
’'banks or with indigenous bankers. 

Question 12. — ^In a prosperous year the farmers use their surplus funds to purchase 
ornaments and other necessities of life, agricultural implements, bullocks, etc. 

They very rarely lend to fellow- agriculturists. 

Information regarding the amount of capital in the possession of the agricultural 
^population is very difficult to give. It is in a major degree possessed by the well-to^do 
men residing in villages and in a smaller degree with the agriculturists. It is growing. 

Question 18. — We agree with the view that in India the banking and investment 
‘liabit IB of very slow growth. We attribute it to the lack of education and conservatism. 
'Government propaganda can serve the purpose in view to some extent. 

B . — Cheque hehit. 

Question 1. — The cheque habit is growing in India. 

Question 2 . — Cheques are now freely used, and there has been an increase in the 
• opening of accounts as well. 

Question 3. — The educated classes use cheques. 

Question 4. — No means of further promoting the cheque habit can be suggested. 
It is not advisable to make payments of government servants and bank employees by 
.cheques It is also risky to receive government dues by cheques. 

Question 5. — The illiterate can be made to use cheques if Government can make 
-them universal and acceptable by the public like government currency notes. 

C. — Vernacular scripts in banking. 

The present script used by indigenous bankers is quite all right. The use of the 
Nagri script can be urged. 

■Messrs. Bhau Lal. 
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D . — Imperial Bank of India* 

Ihe result of the opening in recent years of new branches of the Imperial ^ 
Bank of India is that the investment habit is encouraged in those who are most well-to-do 
Internal trade has been promoted, but not industry. There has been no consolidation^ 
of the indigenous banking system, nor any marked increase of facilities for agricuKurab 
credit. The general price of money has been much lowered, but the discount rale- 
remains high. 


MBbSEi Bead Lal.. 
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Pandit PARMATMA DIN, Mahajan, Sareln, district Rae Bareli. 


Replies to the questionnaire. 


I. — Agricultural credit and credit facilities. 

Part A. — Agricultural borrowing for 'purposes of production. 

Question 1. — ^The agriculturist borrows 80 per cent, of his loans from village money* 
lenders, 18 per cent, from co-operative banks and 2 per cent, from Government. 

The objects of his borrowings and the proportion of debt due to each object are as 
follow’s : — 

Per cent. 


Repayment of earlier debts ... ... ... 2 

Payment of accumulated interest ... ... ... 2 

Marriage and social functions ... ... ... 25 

Famine and other kinds of distress ... ... ... 5 

Payment of land revenue or rent ... ... ... 20 

Seed ... ... ... ... ... 20 

Expenses of cultivation ... ... ... 1 

Piitigation ... ... ... ... 5 

Purchase of plough or other cattle ... ... ... 10 

Subsistence ... ... ... ... 10 


Seventy-five per cent, of the debt is incurred in cash and 25 per cent, in grain, of 
^hich 60 per cent, is for short periMs and 40 per cent, for long periods. 

Question 2. — The rates of interest charged in my district are — 

For cash advances — Re. 1-8-0 per cent, per month. 

For loans in kind for seed — 25 per cent, in the case of rahi crops and 60 per cent, 
in that of kharif. 

For other loans in kind — ^26 per cent, a year. 

Interest is calculated yearly, but in the case of grain half-yearly. In either 
case a fixed rate is charged. 

The rates of interest are not, in my opinion, exorbitant, and there are no other 
charges incidental to the grant or repayment of loans. 

Question 3. — No security is given in the case of borrowing for agricultural purposes. 

Sixty per cent, of the debtors are zamindars, 5 per cent, under-proprietors, 5 per 
cent, occupancy tenants, and 30 per cent, tenants. 

Debt secured on land moringage is increasing, but it is less than unsecured debt. 

Question 4. — ^Debt incurred in grain is repaid in grain, and that in cash either 
in the form of grain at the prevailing market rate or in cash. There is no difference 
between the rate at which the cultivator borrows grain or repays it and the prevailing 
rate for that grain in the village or market at the time of borrowing or repaying 
respectively, but there is no means by which the cultivator can ascertain what the prevail- 
ing rate in the market is from time to time. 

Question 6. — ^The cultivator takes no advantage of the facilities provided by the 
Agriculturists Loans Act and the Land Improvement Act. The taqavi granted is insuffi- 
cient, and that, too, is not advanced in time. Further, the rules are too strict, and there 

are illegal expenses. 

The cultivator borrows ten times more taqavi in abnormal than in normal years. 

The present system is defective, firstly, because the taqavi is not granted at the 

proper time, and, secondly, because soon after it is granted orders are issued for realising 
it. Much hardship is caused to tenants at the time of realising taqavi, with the result 
that they are ruined. Further, grain has to be sold at a cheap rate in order to repav 
the taqavi so that the cultivator suffers loss instead of getting any profit. Taqavi should 
be granted at the proper time; sufficient time should be allowed for realising it; and no 
liardship should be caused in realising it. Unless a man is specially appointed for the 
realisation of taqavi tenants can derive no benefit from taqavi. 

Question 6. — The practice of cultivators combining together to produce particular 
-crops does not exist, nor is there any hopp of its establishment. 

PANDn P/EMATMA DiN. 
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Question 7. — ^The defects in the present system of agricultural borrowing are that the 
4aqavi taken from Government is not granted at the right time and cultivators suffer much 
loss ; and that the interest charged by co-operative banks and moneylenders is so excessive 
that the cultivator is unable to pay it. It would be better if more taqavi were distributed 
by Government, it being particularly borne in mind that it should be given promptly and 
that none of the officers of Government take any illegal gratifications from the cultivator. 

Part B. — Agricultural borrowing for purposes of marketing. 

Question 1. — Cultivators send samples of their food-grains to the market through 
the bay a (grain measurer) who is appomted by the zamindars and taluqdars on a fixed 
fee known as bayai (fee for measuring out grain). The said grain measurer shows the 
samples and settles the rate with the buyer who then goes to the village and gets the grain 
W'eighed by the grain measurer. The latter gets 4 chattaks of grain per rupee from the 
-cultivator. 

There is no difference in the methods of marketing between crops used mainly for 
domestic consumption or crops mainly sold in the market. 

Question 2. — Money is seldom obtained to finance the marketing of crops. There 
is a co-operative bank here, but people get no help from it. The bank should give 
some help. 

Question 3. — The only charge the cultivator ordinarily pays in the case of market- 
ing his crop is that of one- quarter of a seer per rupee to the grain measurers on sale 

of the grain, and this applies to all crops. There is no other charge. 

Question 4. — There are very few cultivators who can afford to store grain for the 

next year. Most of them who do so are those who are content with taking only one meal 
per day. The best way to improve borage would be to protect the cultivator from illegal 
expenses such as nazrana, etc. There is no market here in which grain is stored. 

Question 6. — The system of licensed warehouses in the United States of America 
cannot be worked in India. 

III. — Investment habit and attraction of capital. 

A, — Encouragement of sacing and investment habit. 

Question 1. — There is only one co-operative bank in this district. Cultivators get 
very little help from it, and that, too, not at the right time. It should have at least 
four times as much capital as at present and the work of the bank should be carefully 
•supervised. 

Question 2. — There are no existing means or institutions for encouraging the habits 
of saving and investment. 

Question 3. — The people of my locality are in the habit of investing in gold or 
silver to the extent of 70 per cent. 

Question 4. — Postal cash certificates are popular in my district. Their popularity 
-would he increased if the rate of interest were enhanced and facilities provided for obtain- 
ing these certificates. 

Question 5.— Post office savings banks afford facilities to the investing public 
only to a limited extent, but these facilities would be improved if the maximum amount 
•that can be deposited in one year is enhanced and the rate of interest increased. Only 
those who are in service take advantage of the various facilities for investment offered 
by the post office, but other classes would be attracted if the rate of interest wore 
enhanced. 


Question 11. — ^Money surplus to their 
ornaments or advanced as loans to other 
occupation is service keep their money in 
it in the ground. This money is used for 
■penses. 


normal expenditure is spent by people on 
people. Literate persons and those whose 
savings banks, but illiterate persons bury 
marriages, etc., or for other domestic ex- 


Cttsstton 12.— Farmers lend their surplus funds to fellow agriculturists on interest 
on condition that the money is repaid within the year. 

in ths amount of capital in the possession of the agriculturists 

In my district can be given. It is more or less stationary. 

18.--I do not agree with the view that no progress is visible in the bank- 

ir? Of cultivators is bad and 

■are unable to save enough to invest money in banks. 


they 


Pandit Parmatma Din. 
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Pandit HIRDAY NARAIN SAKLANI and Lala THAKUR DAS, B.A.» 
Zamindars, Bankers and Managing Directors, District Co-operative 
Bank, Dehra Dun. 


Replies to the questionnaire. 


I. — Agricultural credit and credit facilities. 

Part B. — Agricultural borrowing for purposes of marketing. 

(question 2. — Dehra Dun is not an exporting centre, and gram is not exported 
from, but imported into; Dehra Dun; consequently, there are no erporting firms, but on 
the other hand there arc several importing firms m the shape of gram merchants, and they 
are the chief people who finance the marketing of crops in tlie district. They charge 
from Es. 12 to Bs. 24 per cent, interest on the money advanced. 

There are three banks in this district, viz., Messrs. Bhagwan Das & Co., the 
Imperial Bank of India, and the Allahabad Bank, Ltd. Messrs. Bhagwan Das and Co. 
does finance the marketing of the crops to some extent. They have got a godown and 
advance 75 per cent, of the market value of the goods stored in it. Eoughly speakingr 
about Es. 70,000 is the average amount advanced by them at any one time. They charge 
8 per cent, to 10 per cent, interest on the money advanced plus the godown rent and 
insurance charges. The Imperial Bank of India has also recently started cash credit 
business on the same lines. They charge 7 per cent, interest, which includes insurance 
and other charges, etc. They are also trying to cash genuine trade bills on 12 per cent, 
above the Bank rates. 

There is the district co-operative bank, Dehra Dun, having about 60 societies, but 
it does not at present direcUy help in the marketing of crops. As a matter of fact it 
should do something towards it, but because the movement is comparatively new in thi» 
district, and the organisers are still busy in forming and consolidating the societies, they 
have not yet had time to spare their energies for any other form of co-operation. 

Question 3. — When a cultivator takes his crop to the local moneylender, the latter 
pays the former a little (generally one anna in the rupee) less than the market rate for 
his crop. 

The commission agent charges annas 8 per cent, to Be. 1 per cent, as his commission 
on the value of the grain sold by him. 

There are no brokers nor wholesale grain merchants in this district. 

The above charges do not vary with different crops. 

Incidental charges made by the commission agent arc 2^- annas per cent, for the- 
labourer and 2} annas per cent, for expenses on the value of the crop sold. These charges 
are levied in kind. Two chhataks per maund is taken out on account of the above charges. 

Question 4. — There are very few cultivators in this district who store grain in any 
appreciable quantity. Ordinarily cultivators store grain in bags excepting the Gurkha 
community who do so in small kothis built of mud. Eats do great damages and grain is 
also eaten by insects as well. Small rooms built with bricks and lime and plastered witb 
cement from outside and with mud from inside form the best storage for this district. 
The floors of these rooms should also be plastered with cement. 

In Dehra Dun market, grain is stored in two ways, t.e., either in bags or without 
bags. Kothas or godowns are mostly pakka, built of bricks and stones. The only defect 
is that' because Dehra Dun gets a fairly high quantity of rain, all the brickwork gets' 
satjratf-d, and grain, whether stored in bags or without bags, is affected by damp an^ 
eaten by insects very soon. All things remaining the same if walls and floors ar^ 
plastered with cement, the situation will be much bettered. 

Pahdit Hirday Narain Saklani and Lala Thakur Das. 
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There are no khattis in this district and none is possible owing to the special forma- 
tion of the land of this district which is unfavourable to khattis or any other kind of under- 
ground building. 

Question 5. — Quite a fair amount of grain is stored in koihas and used as security 
for obtaining credit, as we have hinted in the beginning. Dehra Dun is an importing 
centre, — ^nine-tenths of the grain consumed in this district is imported from outside 
districts, Boughly speaking, half of the produce of this district is consumed soon after 
it IS ready, one-fourth is held back by the cultivators and one-fourth is stored by the 
grain dealers. On a very rough calculation it is estimated that Es. 10 lakhs worth of 
grain and other food stuffs (both local produce and produce imported from outside) is 
stored m kothas throughout the year. 

Question 7. — We do not know of any instance where cultivators combine together 
to market particular crops. In our opinion such combination is not desirable unless 
it is done on co-operative principles. 

Part G. — Extent and nature of agricultural indebtedness. 

Question 1. — District Dehra Dun is divided into two parganas — Western and Eastern 
Dun. V^illage Choharpur is one of the biggest and most important villages of the Western 
Dun. This is also the only grain market of the Western Dun. An area of about 40 
miles square round about Choharpur has been formed the basis of calculation. 

The population of the area in 1921 was about 12,000. 

There are 20 co-operative societies scattered in this area. With the help of the 
papers of these societies and from the personal knowledge of the area concerned, the 
following estimates are framed : — 

(i) Debt secured on land mortgaged and registered, Bs. 1,00,000; unregistered, 
Bs. 6,000. 

Ill) Amount of debt incurred against other assets and personal securities, Bs. 95,000. 

The indebtedness of the cultivator class, including proprietors of land who do 

cultivation as well, may be estimated at Bs. 10 lakhs for the whole district. 

Question 2. — The principal creditors of agriculturists are co-operative societies and 
grain dealers in this district 

Richer agriculturists do lend to the poorer but to a very limited extent. 

Question 3. — As the result of enforced payment of debt land and the rights in 
land are passing from the possession of people who have become very litigant and fashion- 
able into the hands of bigger farmers who are better farmers in this district. In very rare 
cases lands and rights in land are passing from the possession of efficient farmers 

into the hands of non-efficient farmers. But on the other hand, land is passing 

from one person to another in marked degrees in the case of zamindars who are not 

farmers themselves. 


Part F. — Co-operation. 

Question 1. — The Imperial Bank of India, the joint-stock banks and the indigenous 
banks have no connexion with the co-operative bank in this district, either this way or 
that. Nor is there any competition except that some people instead of depositing their 
money with other banks deposit it in the co-operative bank. The rates of interest on 
deposits offered by the co-operative bank are a bit more favourable than those offered by 
joint-stock banks. 

Question 2. — Although with the help of generous minded co-operators and with the 
kind help of the Registrar, Co-operative Societies, the Co-operative Bank, Limited, Dehra 
Dun, has been able to raise sufficient capital to pull on the work up till now, still great 
efforts had to be made to raise capital when it was needed both in the case of short and 
long-te'in loans. 

Question 3. — The amount of capital available for financing the co-operative move- 
ment in this district, and in this province as well, is not sufficient to cop© with the 
daily increasing demand of co-operative societies. Boughly speaking, we dequire one lakh 
of rupees more to adequately meet the needs of co-operative societies in this district. 

Pandit HruDAY Nabain Saklani and Lala Thabub Das. 
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The only way of raising the amount that we can think of is to offer better and more 
flexible security to the investors, and this is only possible when the provincial co-operative 
bank is established. 

Question i. — It is possible to stimulate the growth of the co-operative movement 
by financial concessions, such as t»he exemption from income-tax of genuine co-operative 
Bwieties and inclusion of the debentures of provincial co-operative banks in the list of 
trustee securities, but to a limited degree; and if such action is possible, it is certainly 
desirable. 

Question 6. — It can be confidently said that the establishment of the provincial co- 
operative bank is the greatest need of the time. It will not only stimulate the growth of 
the co-operative movement in this province, but will relieve the workers of different cc- 
opera’ive banks and societies of the financial embariassment which is the common cause 
of complaint throughout the province. 


t^ANDlT HiRDAV NaRAIN SaKLANI AND LaLA ThABOB DA«. 
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Eai Bahadup Pandit SHYAM BEHABI MISRA, M.A., Retired 
Deputy Commissioner, United Provinces, and Dewan, Orohha 
State, Tikamgarh. 


Replies to the questionnaire. 


[.Note. — These replies are with reference to the Lucknow district of which the 
witness is a resident.] 


I. — Agricultural credit and credit facilities. 

Part E. — Land mortgage hanks. 

Question 1. — Loans for fairly long periods are easily obtainable in the Lucknow 
distri'a" by landlords but not by tenants, while the rates of interest charged are generally 
high, ranging from 7 to 24 per cent, per annum in the case of the former, and 18 to 
76 per cent, or even more in that of the latter That these are, in most cases, ruinous 
rates admits of no doubt; remedial measures are therefore urgently called for. In my 
opinion, 6 to 9 per cent, per annum should be considered to be reasonable rates of 
interest for landlords, and 10 to 16 per cent, for tenants, but the latter find serious 
difficulties in securing long-term loans, as even co-operative societies often do not advance 
loans for long periods. 

Question 2. — Long term advances are usually available to landlords on the security 
of their proprietary rights in land, but tenants have no transferable rights in their hold- 
ings and cannot therefore offer any such security. They (the tenants) can hardly secure 
long-term advances except when they can offer security in the form of jewellery, trees, 
houses and the like. 

The special difficulties of long-term borrowers are (1) the unwillingness of creditors 
to recei\e repayments in small instalments, and (2) their insistence upon reservation of a 
long period during which no repayment of loan (excepting interest) can be made even 
in port. 

Question 3. — ^Non-transferability of tenancy holdings is undoubtedly a great impedi- 
ment in the way of long-term credit in the case of tenants, who have also consequently 
to pay Higher rates of interest. 

Question 4. — Occupancy right does not serve as an adequate security for credit, 
as it is not transferable. 

T do advocate a modification of the law with the object of increasing the value of 
tenancy-security for long-term loans. I see no objection to the* grant of hereditary and 

transferable rights to tenants who can arrange to pay from five to seven years’ rent 

to their landlords as consideration for securing such rights. This would stimulate thrift 
and energy in tenants, and induce landlords to grant such rights to them and thereby 
bring about fixity of tenure. Perhaps the opposition of even the taluqdars may thereby 
be disarmed. 

Question 6. — The establishment of a land mortgage bank or banks would go a long 
way towards solving the problem of long-term al^ances, in the case of those who can 

have facilities of resorting to them. My own fear, however, is that even these banks 

would not be able to help the tenants who may not have transferable rights in their 
holdings. 

Question 6. — I do approve of the organisation of land mortgage banks in the United 
Provinces. In my opinion, they should be organised on a joint-stock or co-opefative 
basis, with regard to the conditions prevailing in each locality. I think there should 
ba at h-ast one such bank in each division and important district in th^ first instance* 
and esiensions should be provided for. 

Rat B.ahadur Pandit Shyam Behari Misra. 
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There need be only one land-mortgage bank for tenants, farmers, small land- 
owners, as well as big landlords : I do not see the necessity of having two institutions- 
separately, one for the smaller and another for the bigger people. 

Such banks should have a share capital of their own, Grovernment taking up the 
shares that are not subscribed by the public. Such Q-overnment shares should, however, 
be open to the pubic to be purchased at a slightly lower than the market rate of tbs' 
shares, so that they may in due course be taken up by the people. The total amount 
of ordinary share capital and reserve fund must never fall short of at least 10 per cent, 
of its total working capital. I am not in favour of a Government guarantee. 

The share capital (t.e., ordinary shares) should be available to members of the 
bank only, where it is constituted on a co-operative basis; m other cases it may be 
open to the general public. Preference shares, debentures, bonds, etc., can be taken by 
anyone v/ho can also make deposits in the bank, but always within the prescribed limits. 

The liability of shareholders must be limited. 

The bank should be managed by a Board of Directors to be elected by the 
ordinary s])areholders at their annual general meeting once every year. Each share will 
give its holder one vote, except that no shareholder should ever have more than one-tenth 
♦he total number of votes that can be available to the bank at the time. 

The Directors can appoint a small working committee of three to five members 
out of their own body, to supervise the detailed administration of the bank's affairs, while 
a paid manager and secretary and an adequate paid staff should be appointed by the 
Directors to carry on the daily routine and other work of the bank. The Board cf 
Directors can delegate necessary powers to their working committee and to the manager 
and secretary of the bank. The Directors can be paid a small honorarium for the work 
done by them, to be fixed at a meeting of the ordinary shareholders. Holders of pre- 
ference shares, debentures or bonds of the bank will be entitled to be present at the share- 
holders’ meetings, but not to a vote. An ordinary shareholder can similarly attend any 
meeting of the Board of Directors, but will have no vote; a Director or ordinary share- 
holder can attend a meeting of the working committee without the right of voting at it. 
An ordinary shareholder can put any question at a meeting of shareholders or move 
a resolution, provided that at least fifteen days* previous notice is given to the secretary 
and manager who must give at least one month’s previous notice to the ordinary share- 
holders of any meeting of shareholders to be held for any purpose. There w’ill be at 
least one annual general meeting of the shareholders every year, while the 

Board of Directors must hold a special meeting of shareholders whenever 
Ihey consider this necessary, or if requisitioned by at least one-third the 

total number of ordinary shareholders of the bank. The Board of Director.*? 
must meet at least once a quarter, and the working committee at least once every 
fortnight. The paid staff will work under the manager and secretary, and its members 
will be appointed and removed by him after thoir first appoiniment by tlie Board of 
Directors. The secretary and manager can be appointed and removed by the Board of 
Directors, but the working committee can suspend him by a clear two-thirds majority. 
The powers conferred on the secretary and manager and on the working committee of the 
Board of Directors must be passed at a special meeting of the Board of Directors by a 
clear majority of its total membership. 

The maximum period of a loan advanced hv a bank should be 25 years. The 

margin between the amount of a loan and ihe value of the mortgager! property should 

be at least cent, per cent. 

Land mortgage banks should obtain working capital from (i) ordinary shares, 
(ii^ preference shares, (iii) debentures and bonds, (iv) deposits (current, savings bank 
aid fixed), and (v) a central institution or another bank in cases of mergency. 

No Government guarantee for Ventures is advocated. 

The debentures should rank as ^trustee securities.” 

Government should safeguard themselves against any possible loss, due to their 
taking up any shares or debentures, by obtaining necessarv periodical statements 
from the banks, and by getting their accounts checked and audited through their own 
inspectors or any other agency. The bank concerned can he made to pay reasonable fee» 
for such check and andit of their accounts. 


U\i Bahadub Pandit Shyam Bbhabt M’isba'. 
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It is desirable to make necessary changes in the existing law and to make special 
.arrangements in favour of such banks, at least for some years to come. The measures 
auggesled are noted below — 

(i) The Begistration office should be required to issue certificates of encum- 
brances or “no encumbrances” to the manager of the bank at a nominal 
charge on his requisition. 

(li) The rates of stamp duty, registration charges and court-fee should be 
materially reduced in their favour. 

(iii) Notification of proposed mortgages is not necessary; registration is sufficient 

notice. 

(iv) The processes of foreclosure and sale should be simplified by giving the 

bank power to have the foreclosure ordered by an arbitrator to be appointed 
by the district officer, sale of the mortgaged property being hold by order 
of the civil court concerned on the authority of a certified copy of the 
arbitrator ’ s award . 

(v) The bank may also be given the power of assuming management of defaulting 

estates through the civil courts concerned, on the authority of a certified 
copy of the arbitrator’s award referred to above. 

(vi) The income of such banks should be exempted from income-tax and from 

all local and provincial direct taxation other than land revenue and cesses 

There should be almost one land mortgage bank in every important district, and 
at least one in every revenue division, and one such provincial for each province. 
The former should be affiliated to the provincial banks which, in their turn, should be 
all co-ordinated under an all-India central institution. The constitution of the prov- 
incial land mortgage banks, and of the all-India bank, should mutatis mutandis be 
similar to that of the district banks, as detailed above. 

Question 7. — The value of land should be calculated at 16 to 30 years’ purchase 
of profits, with reference to the market value of similar land with similar advantages 
in the vicinity. 

The value of land per acre depends on many factors, viz., (i) the class of soil, 
(ii) its productive powers, (iii) its proximity to or distance from the village site, (iv) the 
evenness of its surface, (v); the facilities for irrigation, (vi) its crops being overshadowed 
by trees, (vii) the possibility of damage to crops by wild animals, (viii) the availability 
of culturable fallow for extension of cultivation, fix) the proximity of tlie land to large 
cities or towns or means of easy transport, and so on. 

There usually is palpable difference between the prices of land obtained (i) in sale 
by auction for non-payment of revenue or other Government demand, (ii) by sale under 
a couii 8 decree or order, and (iii) by private negotiation. The best prices are usually 
obtained under (iii) and the worst under (i) o-bovc, for obvious reasons. The cause 
is the compulsory nature of the sale in cases (i) and (ii"), while the last case alone 
is usually governed by the principles of supply and demand. 

The proportion of the annual net yield of average quality land to its market value 
under normal conditions usually varies from 3 to 5 per cent, in and near the Lucknow 
district. 

Part F, — Co-operation. 

Question 1 . — There are no definite relations between the co-operative banks and 
other banks in the country, such as the Imperial Bank of India, other joint-stock banks 
and the indigenous bankers. While I was the Begistrar of Co-operative Societies in 
the United Provinces (1924-26), the Imperial Bank of India refused our request to lend 
money to co-operative central banks, on the credit of loan-bonds executed in the latter’s 
favour by primary societies. The Central Bank of India was agreeable to do so, but its 
terms were rather unacceptable to many of our co-operative banks. On the other hand, 
"there always is some sort of ill-will between such banks and indigenous bankers whom 
co-operative societies are admittedly out to smash, if possible. 

There is almost no competition between the co-operative and joint-stock banks, as 
their clientele is different, except that both desire to attract deposits, and to that extent 
’there is competition between the two. In my opinion, the joint-stock banka will find 
it difficult to attract sufficient deposits at low rates of interest as the investing public be- 
comes more and more familiar with the safety and reliability of co-operative banka. 

'Em Bahabiti? Pandit Shyam Behabi Misra. 
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Question 2. — ^Primary co-operative societies usually borrow money from their 
central banks, very few obtaining any substantial deposits. Central co-operative banks ^ 
however, had formerly to pay rather high rates of interest (from 5 to 7 and even 8 or 9 
per cent, per annum) to their depositors, specially on their loans, but these rates have 
been going down of late; they have now little difficulty in attracting deposits at fairly 
reasonable rates of interest. 

Question 3. — The amount of capital available for financing the co-operative move- 
ment 111 the Lucknow district is quite sufficient; indeed co-operative banks in the whole 
of the United Provinces usually find little difficulty in attracting deposits at fairly reason- 
able rates of interest. 

I think there should be a co-operative provincial bank to attract the idle balance 
of surplus central banks and to finance the deficit ones ; to avoid the accumulation of 
idle money and to safeguard against a possible shortage of funds in the provincial bank^ 
the latter should have no difficulty in establishing a liaison with the Imperial Bank of 
India or some other reliable joint-stock bank. 

Question 4. — I certainly think that the growth of the co-operative movement 
would be stimulated by financial concessions, such as exemption from income-tax and 
from similar local and provincial taxation of genuine co-operative societies, the inclusion 
of their authorised debentures in the list of trustee securities and so on. 

I consider such action both possible and desirable, in view of the admittedly greac 
possibilities of the co-operative movement in India. 

Question 5. — am definitely of the opinion that the establishment of a pro- 
vincial co-operative bank in the United Provinces would greatly stimulate the move- 
ment in tlie province. 


(For oral evidence, see pages 215 — 219.) 
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ORAL EVIDENCE. 


Thursday, January 30, 1930. 

LUCKNOW. 

Present : 

Mr. E. a. H. Blunt, o.i.e., o.b.b., i.o.s., m.l.c. 

Dr. Eadhakamal Mukerjee, m.a., pIi.d.... 

Eai Bahadur Baku Mohan Lal, m.a., ll.b., m.l.c.... 

Mr. Mohan Lal Sah, m.a., ll.b. 

Eai Bahadur Pandit G. S. Upadhya, b.a. 

Dr. L. C. Jain, m.a., ll.b., ph.D. 

{Witness Eai Bahadur Pandit Shyam Behari Misra, m.a., Retired Deputy 
Commissioner f United Provinces, and Dewan, Orchha State, Tikamgarh.) 

Mr. Sah : You say that the tenant should acquire hereditary and transferable 
occupancy rights? Should this be a compulsory process or a voluntary process? — I think 
it should be compulsory. In the higher interests of the country I think the tenants 
should be authorised to pay so much and have occupancy rights in a certain area. I 
think very few zamindars would like that. Of course the law is that occupancy rights 
can only be given. I am prepared to recommend that they should be acquired com- 
pulsorily. 

The Chairman : If the tenant has got to buy it, then the other man will let him 
have it? — Only if this is made compulsory. 

Mr, Sah : How would you finance tenants in acquiring such rights? Do you think 
that the land mortgage banks would be able to find sufficient capital for them? — They 
would select the best of them. 

The Chairman : You say that five to seven years’ profits should be allowed? How 
have vou fixed that particular figure? — ^As a guide. I did not rigidly lay down any parti- 
fcular figure. I have worked as a* land acquisition of&cer; an occupancy tenant is given six 
years’ purchase of his rent when his occupancy rights are taken away. That is how I 
got the idea. 

Rai Bahadur Bahu Mohan Lal : You say that by legislation he should be given 
occupancy rights? — Yes, but he must pay five to seven years’ rent as the price, as I have- 
suggested roughly, if he is prepared to buy these rights. 

Dr^ Radhakamal Mukerjee : You consider that that would lead to better farming, to 
fixity of tenure? — Yes, specially to fixity of tenure; and it would be in the best interest of 
the country as a whole. 

Don’t you think that life-tenancy is good enough? — ^Well, it is good enough so 
far as it goes, but it does not go sufficiently far. 

You also agree that it touches the whole problem of indebtedness? — I think so. 

Rai Bahadur Bahu Mohan Lal : Supposing they are given occupancy holdings ^ 
how will the indebtedness decrease?— They will have something which will be to their 
credit. At present they have no credit. I really advocate occupancy rights with power 
of transfer. * 

So that they may be under-pioprietors? — ^Well, you may call them by that name, 
but I think they would be tenants, not under-proprietors. Dnder-proprietors are those 
tenants who have got hereditary and transferable rights and certain other powers. 

The Chairman : There is not much in the name. I was just going to suggest 

that it would be very much the same thing ?—tlnder-proprietors have some other rights 

too. They are really zamindars. 

The whole point is that the under-proprietor is a person who can let his land, not 

sub-let his land? — And he is the real zamindar. The superior proprietor is simply a man 

who takes so much tax from the under-proprietor. 
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Rai Bahadur Bahu Mohan Lai : If they are given transferable rights, then they 
would become under-proprietors? — ^No. They would continue to be tenants. 

Under what law? — I am not confining myself to law, nor is this committee con- 
fining itself to law. We can and should propose fresh legislation. 

Hat Bahadur Pandit G. 8, Upadhya : What the witness means, perhaps, is that it 
will be a transfer of occupancy rights — ^not the transfer of proprietary rights. That is 
the diference? — Yes, occupancy rights — hereditary and transferable occupancy rights. 

The Chairman : They have got it in pargana Kaswar Eaja. 

Dr. Radhakamal Mukerjee : You are aware that if you grant this right of transfer 
there is another danger, namely, the expropriation of such tenant by the non-cultivating 
class, lou give him this transferability. Well, that transferability may be made the 
basis 01 security in obtaining credit? — Quite, and there would be no harm. 

Don’t you think there may be some danger in feome other direction? — do not 
think so. The man who comes m will become a cultivator ; otherwise he will not care 
to have occupancy rights. He would care to have proprietary rights rather than 
occupancy rights. 

Rai Bahadur Bahu Mohan Lai : Don’t you think that the purpose for which the 
legislature has created occupancy rights would be frustrated? — I do not think so. I want 
to increase the tenant’s credit. At present if lie stands in need of money for a good 
bond fide purpose, he cannot raise money. He should be able to borrow better, at a more 
reasonable rate of interest. 

The Chairman: You want to increase his security? — Yes. 

Rai Bahadur Bahu Molkan Lai : You want it to be made transferable for a genuine 
bond fide purpose? Supposing he wants to spend money on unlawful purposes, you 
W’ould not recommend transfer? — I certainly would not, in that case. 

Can you stop him taking money for illegal purposes? — There are abuses of the 
best law^s. 

I am not talking of abuses, but of the principle on which the law should be 
amended. — If you want to go into details I would not object to that. 

Dr. Radhakamal Mukerjee : You might add a proviso that a transfer of occupancy 
holdings would not be possible to a non-cultivating class. — {Witness) I have no objection. 
These are details. 

The Chairman : No doubt you would have the Land Alienation Act extended as 
far as possible? — Yes. 

Mr. Sah : You advocate that the shareholders should have a right to attend boards’ 
meetings? Would it not lead to a leaking out of secrets of customers which the share- 
holders may utilise for their own benefit? — No. The shareholders have an interest in 
the concern. Why should it lead to the leakage of secrets? 

You advocate that there should be a working committee of the Board of Directors. 
I believe that the Board of Directors will be superior to the working committee? — I 
have said so. 

You say that there should be cent, per cent, margin between the value of the 
property and loan? — I mean this that if the property is worth Rs. 200, give him 
Bs. 100, half and half. 

Rai Bahadur Bahu Mohan Lai : How w^ould you work the land mortgage bank on 
co-operative lines? — I think I have not suggested it. Your land mortgage bank is 
a bank of an ordinary type. The suggestion from your committee has gone forth that 
it may be possible to organise them on the lines of co-operative banks as well as joint- 
stock banks. 

We have merely stated the suggestion. We have not said that we w'ould like 
to have them. — (Witness) That is the suggestion and I am prepared to accept the sugges- 
tion. I think, there is no harm. If my friend wants to know what it is, then I may 
explain. 

In w^hat way would you organise a land mortgage bank on co-operative principles 
and how would it work? 

Rai Bahadur Pandit G. S. Upadhya : Details of this information have been given 
in the Registrar’s note*. 

* Evidence, vol. Ill, pages 413 — 421 and 432-433. 
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Mr, Sah : Will not the acceptance of the short-term deposits as suggested by you 
on demand or payable within a year or two lead to their utilization on long-term advances 
which is the principal business of land banks and thus weaken their competency to meet 
withdrawals of deposits and in due course decrease public confidence in them? — They 
will regulate their finances with reference to the dates on wlidch the short-term deposits 
expire. There will be numerous short-term deposits and a constant flow of them. 

Will there be no difficulty? — I think there should be no difficulty, because deposits* 
will be constantly coming in. 

The Chairman : You state in your written evidence t.hat you would like one land 
mortgage bank in every important district, one in every division and one provincial. 
What precisely do you mean by that? Do you mean one provincial bank with a 
number of branches? — ^That is what I mean. One provincial bank with branches in 
every division, — that is to start with. There must be one branch in every ’ division and 
one in every important district. 

Mr, Sah : Do you think that the general public is sufficiently educated to take 
real interest in the debentures of a land mortgage bank without some sort of a 
Government guarantee to meet such liabilities of the bank, particularly in the initial 
stages? — I think that they should not issue debentures till they have established their 
credit to some extent. Thereafter I am not in favour of a Government guarantee of the 
debentures. 

But how will they be able to obtain working capital? — ^Banks should stand on 
their own legs and not depend upon Government. 

Rai Bahadur Babu Mohan Lai : Can you start any provincial bank without Go- 
vernment help and without Government taking shares? — am assuming and proposing 
Government’s help. Only interest they should not guarantee. 

The Chairman : Yon do not want them to take on an almost unlimited liability? — 
Yea. That is so. 

The Witrusss : I shall now^ reply to the supplementary questions which were sent 
to me. 

Question 1. — /U succession under the Hindu law often takes place without legal 
formalities, which doc<? not bring into existence title deeds in favour of the owner, how 
would you safeguard the bank against advancing to people whose succession may, at a 
dater date, turn out defective? The purport of notification is to give previous warning 
to the possible parties interested in property and wiU not be met by registration, u'hich 
is a notice io parties who may like to have subsequent interest. 

Answer : It w'ould be necessary to examine the title of the borrower carefully 
'before any loan is advanced. The risk is common 'to all bankers and could only be 
eliminated by care. There is similar risk in cases of Muslim borrowers also. It is not 
confined to Hindus. T do not see how you can really safeguard against it otherwise. 
You must exercise groat care and ' see whether he has a title or not. 

Mr. Sah : Puit is not the purport of notification to give w^arning to persons who 
might claim some interest in the land? — ^They might claim. I do not think it is fair 
to bar them from claiming their interest by just issuing a notification. 

Is there, as a matter of fact, any bar? — ^Many do not know about such notifications. 

Well, does not that do away wuth further troubles later on? — ^Troubles can arise 
in the case of any private creditor. Why should any transfer ee desire special facilities? 
Any bank takes the same risk if it lends to anybody. You should exercise care. That 
is all. 

Question 2. — .4ye you of opinion that the' co-operative movement is sufficiently deve- 
loped? If so, how? If not, how is it that at times (here is surplus money with some 
lyanks? 

Answer: The co-operative movement is not sufficiently developed. Indeed it has 
-as vet only touched the fringe of the population. The presence of idle balances 
in banks is due to lack of vigour and vitality in the co-operative primary societies. These 
^defects are mostly duo to ignorance of the lower classes and the takin'? of undue 
advantage of it by the lovrer officials of the banks and by some people of the literate and 
advanced classes. 
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Rat Bahadur Pandit G. S, Upadhya : Would you like to add ; “because of the absence* 
of the provincial bank to serve as a clearing house”? — do not think so. I think the" 
surplus would only go up and accumulate at the top. It would not solve the question. 

For instance, the apex bank has existed in certain provinces. They have been 
able to effect transfers among themselves where this has been necessary. In that way 
they have been able to clear any balance that they may have. (Witness) I agree that the 
•existence of a central co-operative bank will help to some extent, but not |tully. 

Rai Bahadur Bahu Mohan Lai : I do not agree with you about the causes of the 

surplus that you have mentioned in your answer, but I put it to you like this. In the 

co-operative banks money is not needed at all times of the year. Suppose Realizations 
are made in July; money is not advanced in July, but in October. There ought to 
be a surplus balance which may not be due to the causes which you mention. — (Witness) 
What you explain is true to some extent, but I am emphatically of the i opinion that 

it IS really the weakness of the primary societies which is responsible for this. In 

tnis way the advances are mostly monopolized by the members who belong to the- 
better classes. And the responsibility goes to the more ignorant individuals. They do 
not get as much as they want for their genuine purposes and they are made to 
pay for others. That is the reason why many societies fell into arrears, not through 
the fault of all but through the fault of a few who resort to over-loaning themselves ah 
the cost of their more ignorant brethren. 

The question deals with surplus balances at the hands of the banks. — (WitnessY 
When a society has fal).en into arrears banks do not advance further loans to it. Therefore^ 
their money does not flow out Efficiently. I have examined hundreds and thousands 
of pr'mary societies. ^ 

Even in the best banks, whose affairs are very well managed, tf ^ surpluses are- 
bound to be very great for some years? — ^That is a temporary surplus, bu . here are many 
banks I suppose — I am not talking of your Hardoi Bank alone, I am t^ fking of all the 
banks — in which there is a perennial surplus and yet the co-operative movement is- 
not sufficiently developed in that area. I say that such surplus is caused by this great 
defect. 

Temporary surpluses are unavoidable under present conditions? — Yes. 

Rai Bahadur Pandit G. S, Upadhya : Perhaps you may agree to add, if there were- 
non -agricultural societies the surpluses or the idle money which accumulates in July could' 
flow into them? — Yes, but there are special conditions which have someh(^w operated to the* 
disadvantage of banks which finance industrial societies, and such societies have generally 
come to grief in this province. 

Question 3 ; Would it not be advisable if the co-operative bank is established- 
on jomi-stock-c\im-co-operative principles ^ so as to attract sympathy and capital from 
those sources which at present are outside the co-operative influenced 

Answer : I see no objection to this and am, in fact, fully in favour of the proposal. 

Question 4 : The primary object of the co-operative machinery being to facilitate' 
credit as cheap as possible by pledging collective responsibility ^ would it not he met if 
dividend on the shares of the provincial bank is confined within reasonable limits? 

Answer: Decidedly so; and if you do not mind, you can restrict the dividend to 
10 per cent, free of income-tax. I would suggest that. Of course it is only a suggestion. 

Question 6. — It is said that there should be land .mortgage associations grouped 
under district and provincial land mortgage banks, to supply long-term credit. Some say 
that such an organisation would involve unnecessary duplication and that there should^ 
be a provincial land mortgage bank with a few branches which should employ the exist- 
ing co-operative banks and societies as its agents and thus meet the difficulty of not 
having enough competent men to manage land banks as well as lower the working cost. 
Which view do you favour and why? 

Answer : I emphatically favour the second view as it would involve economy with- 
out any risk of inefficiency or of surrender of principles; also it would give a fillip to the* 
co-operative movement by contributing to the cost of the upkeep of their establishments-* 
to some extent. There is, to my mind, absolutely no reason why the first view should? 

be preferred. 
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The Chairman : 2 entirely agree. 

At this stage the witness suggested two points on his own initiative, — (1) that 
steps should be taken to prevent banks from charging a high rate of interest from their 
depositors borrowing money on the security of deposits whose terms have not matured, 
and (2) that provision should be made to enable Indian States requiring loans to obtain 
them at reasonable rates of interest while keeping the provisions of section 86 of the 
Civil Procedure Code intact. He quoted some remarkable instances, and the Chairman 
promised to consider any notes* the witness might like to send on the subjects. 

(The Chairman thanked the witness, who withdrew.) 

*See page 220. 
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Memorandum regarding rates of interest charged from depoaitorSc 


I THINK it is very necessary to provide for some relief to banks’ depositors stand- 
ing in need of loans from the bank concerned. Under the law and present practice, a 
depositor has to pay exactly the same rates of interest on any loans required by him as 
an outsider has to do. I hope I will not be misunderstood to be advocating the adoption 
of an nureasonablo course which would deprive banks of their power to utilise their 
deposits to their best advantage before they are mature for repayment. What I venture 
to suggest is that the interests of the depositors should also be safeguarded effectively. 

2. What I mean would be clear from one instance which I wmld take the 

liberty of quoting here. I know of a certain depositor who placed Ks. 20,000 in fixed 
deposit for six months in the most respectable bank at Lucknow at 3J per cent, per 
annum early in October 1928. Within a week of making the deposit he suddenly hap- 
pened to stand in need of that money and requested the bank either to cancel his de- 
posit without paying him any interest thereon, or to advance the money to him against 
the security of the deposit at a rate of interest which might be 1 or IJ per cent, per 
annum over and above the rate allowed on his own deposit, i.e., at 4J or 5 per cent, 
per annum. The bank declined to accept either of the two proposals, and charged 
interest from him at the bank rate which then stood perhaps at 5 per cent, per annum 
but rapidly rose to 6, then 7 and eventually 8 per cent, per annum. The unfortunate 
depositor has thus to pay an average of about 7 per cent, per annum as interest on the 
amount of his own money that had been placed in deposit with the same bank only 
four or five days beforehand at a paltry per cent, per annum, being thus mulcted to 

an amount of Bs. 350 in six months for no consideration whatever. Technically this 
was lawful, but I expect T am right in asserting that it was wholly unjustifiable morally 
from a commonsense point of view. Indeed, I believe that the bank practically follow- 
ed the immoral example of old Shylock. The person concerned pointed this out to the 
-agent of the bank repeatedly, but the latter insisted upon extorting his pound of flesh 
on the authority of the law. 

3. I think it is necessary to provide for some relief in such cases. Perhaps it 
may not be unreasonable to lay down a maximum over and above the rate of interest 
allowed to a depositor in cases like this. This maximum may not, in my opinion, exceed 
50 per cent, of the rate of interest allowed by the bank to the depositor concerned, i.a., 
such a depositor should not for instance be liable to pay interest at more than 6 per 
cent, annum on any loan that he may take from the bank in which he holds a deposit 
of an equal or higher amount at 4 per cent, per annum. In any case, some relief would 
clearly appear to be called for under such circumstances. 
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LAL, ]&ai?.-at-Law, Hoiiorary Mana^ng Direotor,. 
District Co-operative Bank, Farrukhabad. 

Replies to the questionnaire. 

I. — Ageicultueal ceedit and credit facilities. 

Part A. — Agricultural borrowing for purposes of production. 

(N,B. — The answers to this part are based on an enquiry in village Barhnamau of pargana 
Pahara, district Farrukhabad.) 

Question 1. — The agriculturists in Burhnamau village borrow from the co-operative 
society of the village and village moneylenders who ate also zamindars. 

The total amount of the indebtedness of the agriculturists is Rs. 20,400 which is ' 
divided among the purposes given below in the following proportion : — 


Purposes. 

Amount. 

Rs. 

Percentage 

Repayment of earlier debts 

2,660 

12-6 

Payment of accumulated interest 

1,114 

5-4 

Marriage and other social functions 

4,700 

2-3 

Famine and other kinds of distress 

2,200 

10*8 

Payment of land revenue or rent 

2,000 

9*8 

Seed.. 

1,200 

6-9 

Manure 

700 

3-4 

Expenses of cultivation, i.e., wages of labourers , . 

200 

•9 

Agricultural implements . . 

300 

1*4 

Litigation . 

2,300 

11-2 

Purchase of plough or other cattle 

1,000 

4*9 

Sinking of wells 

600 

2*4 

Subsistence 

1,000 

4-9 

For the purpose of trade 

636 

3-1 


The proportion in which the debt is divided between the moneylenders and the co- 
operative society is 4 : 1. 

Nearly the whole of the total debt is in cash. A very small portion, about 1 per 
cent., is in the form of potato seed which is the chief crop of the village and, for the 
matter of that, of the whole district. 

Of the total debt Rs. 17,739 is incurred for long periods and Rs. 2,661 for short 
periods. 

Question 2. — The following rates of interest are charged in the village : — 

(i) For cash advances in case of zamindar agriculturists on land-mortgage, from 

9 to 12 per cent, per annum. 

For cash advances made by moneylenders on unsecured debts or debts otherwise 
secured, 24 per cent, per annum. 

For cash advances made by the co-operative society (the society does not lend 
money on land mortgages) — the District Co-operative Bank, Farrukhabad, 
lends money to the village society at 12 per cent, per annum and the 
society in its turn charges 15 per cent, per annum from its members. 

(ii) The rate of interest is the same as for the cash advances but the price charged 

for the seed is 10 per cent, higher than the usual rate. 

The interest is calculated every six months by the co-operative society but it never 
charges compound interest. The moneylenders calculate interest every year but at the 
close of the year the interest is added to the principal, which means compound interest. 

The rate of interest is certainly exorbitant as compared to villages in Germany, 
France, Ireland, Denmark where I made inquiries personally, but not as compared to 
some other districts in the United Provinces, e.g., Etah, Agra, Mainpuri, and some of 
the villages near the Ganges even in this district, where the rate of interest is sometimes 
as high as 48 per cent, per annum. 

There are no incidental charges in the case of advances made by the co-operative 
societies or repayment to it and in the case of moneylenders where they advance money 
without the execution of a pro-note or security bond which is very rare. The money is" 
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."mostly advanced to zamindar agriculturists on the security of a land mortgage or to non- 
zamindar agriculturists on their executing a simple bona. In the case of simple bonds 
the incidental charges are — 

Scribe’s fee, eight annas per cent. 

Legal stamp, plus six pies extra, which is illegal. 

In the case of land mortgages in addition to the abovementioned charges and the 
registration fee (which comes to about six annas per cent.), the sub-registrar’s illegal 
gratification, which is a curse throughout the province, comes to about eight annas to 
Ke. 1 per cent. 

Question 3. — ^The most common form of security is land mortgage. After land- 
mortgage come simple bonds (without any security). Then house property, ornaments, 
last of all crops. 

The landlord is relatively more indebted than the tenants of all classes, but non- 
occupancy tenants are more indebted than the occupancy tenants. 

The indebtedness per bigha of non-occupancy tenants in the year 1928 exceeded 
'that of the occupancy tenants per bigha by Bs. 40. 

I worked out the figures of debt secured on land mortgage and unsecured or other- 
wise secured in the case of five tenants of the village. The result is given below : — 

Secured on Unsecured or 

land mortgage. secured otherwise. 

Rs. Rs. 

1928 .. .. .. .. 5,000 415 

1929 .. .. .. .. 6,400 1,728 

This table shows a greater increase in unsecured debt or debt otherwise secured 
than that of the debt secured on land mortgage. 

Question 4. — The co-operative society enforces payment of debts by means of arbi- 
tration under the Co-operative Societies Act of 1921, while the other creditors do so through 
civil courts. There is also an influential zamindar in the village who detains the produce 
(which is chiefly potato) of the agriculturists in their fields if he is doubtful of receiving 
payment and buys it himself or sells it to the commission agents in his own name and 
realizes money from the agent. 

Sometimes the agriculturalist repays the loan in kind which is potato in the case 
of Burbnamau, and the rate in such cases is slightly lower (2 or 3 per cent, less) than 
the usual rate. It is due not to any lack of knowledge of the market rate as the city is 
•quite close but due to the pressure of the moneylender. 

Question 5. — ^The cultivator does not take advantage of the facilities provided by the 
Agriculturists Loans Act and the Land Improvement Act. The reason is the corruption 
among the patwaris and kanungos. The agriculturists do not take taqavi at all even in 
abnormal years. 

The defects in the taqavi system are (i) that the agency employed for identification 
is corrupt; therefore the agriculturist gets only a portion of the loan; (ii) delay and 
botheration are too great. 

The taqavi should be advanced through co-operative societies wherever they are 
situated but in places where they do not exist the work should be entrusted to the 
post office savings bank, or loans should be distributed by deputy collectors themselves and 
identification should be done through panchayats specially appointed for this purpose. 

Question 6. — The cultivators do not combine together to produce any crop but In 
some cases they combine in cutting one another’s crop in case of tobacco. I think such a 
combination is both possible and desirable. Bor this education seems to be necessary. 

Question 7. — ^There is no difficulty in getting money for agricultural purposes in the 
Burhnamau village has got a co-operative society, but in other places where there 
are no societies or in those districts where co-operative societies are not working satis - 
factor*ily-— and even in Burhnamau— there are certain difficulties in the way of agricultural 
borrowing which are common to the whole province. The root of all evil is the poverty 
and lack of education among the agriculturists. The main cause of the former are 
(i) chiefly the dependence of the people upon one solitary industry, agriculture (ii) uncer- 
tainty of rainfall, and lack of facilities for irrigation and (iii) the present system of land 
tenure. But apart from defects which are the result of these causes there are certain others 
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.as, for example, misuse of loans, lack of thrift and want of sufficient security which can be 
remedied by the co-operative movement if it expands much more than it has done so far. 
The causes of the slow progress of the co-operative movement have been given by the 
Oakden Committee and I hope they will be removed gradually and we shall see a net- 
work of co-operative societies throughout the province. 


Part B. — Agricultural borrowing for purposes of marketing. 


.(NS. — The answers to this part are based on an inquiry in village Bhopat Patti of pargana 
Pahara, district Farrukhabad.) 

Question 1. — ^The chief crops of the village are potato, tobacco, and maize. The 
yield in the year 1929 of the entire village was as follows : — 

Potato. — 10,000 maunds (5 seers of this weight are equal to 7 seers of the standard 
weight) which was disposed of as follows : — 

7,500 maunds bought in the village by merchants from the Punjab, Calcutta, 
Oujiat, Bombay, and Nagpur, etc., through the commission agents of Farrukhabad. 

2,000 maunds stored as seed which was reduced to 1,000 maunds and sold 
in the month of October to merchants from the Punjab and other parts of the United 
Provinces through the commission agents. 

500 maunds used for domestic consumption. 

Tobacco . — 819 maunds which was disposed of as follows : — 

760 maunds bought by the village merchants from Agra and Bharatpur. 

29 maunds of tobacco dust bought by retail-dealers of the Farrukhabad city. 

40 maunds of tobacco dust kept for domestic consumption. 

Maize . — 800 maunds used for domestic consumption. 

'The methods of marketing do not vary according as the crop is used for domestic 
-consumption or mainly sold in the market. 

Question 2. — Bhopat Patti co-operative society lends money to its members at 15 
per cent, per annum and the society gets money from the district bank at 12 per cent, 
per annum and from its depositors at 9 per cent, per annum. Village moneylenders lend 
money at 24 per cent, per annum. 

A district co-operative stores was established in the district and its bye-laws have 
been amended lately to enable it to do the work of a sale society and Bhopat Patti society 
is one of its members. The Co-operative department has been requested to give an 
extra supervisor to be put in charge of this work. There is a very great need of a co- 
operative sale society not only for the village Bhopat Patti but also for the whole district. 
The agriculturists at present sell their produce through the commission agents at Far- 
rukhabad who are very unscrupulous and try to fleece them in every possible way, and 
sometimes the rate at which the cultivator sells is lower than the rate offered by the mer- 
chant and the difference is taken by the commission agents. 

Question 3. — Two cultivators of village Bopat Patti had to pay the following 
•amounts in marketing their produce (potato) : — 

Cultivator A . — He sold 60 maunds at the rate of Bs. 5 per maund (out of his total 
produce) in Farrukhabad city in the beginning of December, 1929. He had to pay the 
‘following charges : — 


Rs. a. 

(,i) The local moneylender 
^ii) First commission agent through 
whom the merchant bought the 
potatoes . . . . 1 14 

0 2 
0 1 

Second commission agent at whose 
place the cart waited and who 
helped in the selling of potato to 
the m» reliant through the first 
commission agent . . , . 7 13 

Mil Bbi;»4?dan Lal. 


P- 

Nil. 


0 (Jeatauti) at the rate of 12 annas per 
hundred rupees. 

6 for his flock. 

0 for the gamTiala, 


0 at the rate of 6 pies per rupee. 
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Incidental charges — Rs. a. p. 

Cart-hire from Bhopat Patti to 

Fanrukhabad earai . . . . 3 2 0 at the rate of 1 anna per mannd# 

Octroi . . . , . . 0 8 0 at the rate of 4 annas per cart. 

Water-carrier . . . . 0 1 0 at the rate of J seer per cart. 

Bribe to the octroi clerk . . 0 1 0 at the rate of 6 pies per cart. 

Sweeper’s charges . « ..006 

Person who supplies smoke ..006 

{iii) Brokerage . . . . .. 10 0 0 at the rate of 4 annas per cent. 

(iv) Merchant (beopari) . . .. 1 13 0 at the rate of J -eer per maund and 1 

seer per cart (14i seers of potato). 

Cultivator B . — ^Who sold 60 maunds of potato at his field in the Tillage at the rata 
of Rs. 4 per maund in the end of December, 1929 : — 

Rs. a. p. 

(i) Local moneylender .. .. Nil. 

(ii) Commission agent .. .. 3 12 0 at the rate of 3 pies per rupee. 

Plus . . . . ..0 9 6 six seers of potato at the rate of 10 scersr 

per hundred maunds. 

1 13 0 hatauti at the rate of 12 annas per hund- 
red nipees. 

Incidental charges .. ..0 2 3 for his flock. 

0 1 0 for gaushala. 

Coolies . . . . . . 0 9 6 at the rate of 10 seers of potato per 

hundred maunds. 

Weighing charges .. .. 0 9 G Ditto Ditto. 

Question 4. — Taking the whole district of Farrukhabad into consideration, the chief 
crops are wheat, potato, and tobacco. The methods of storage are as follows : — 

Wheat. — The cultivators store wheat in a portion of their houses known as bakhari. 
The floor of the bakhari is about 7 or 8 feet lower than the ordinary level. At first the 
floor is covered by straw which is about one foot deep. Wheat is placed on it and there 
is straw between the grain and the walls also. When ihe hakhar is full, the grain is 
covered with straw on the top. This system is defective because the grain is spoiled by 
damp and water. Sometimes hakharis catch fire because houses of cultivators are often 
thatched. It will be better if one or two pakka houses could be built by all the cultivators 
in each village for storing grain. 

Potato.—Formerly potato used to be kept in baskets which were placed one over 
the other and it was possible to store a large quantity of potatoes in a small house, but since 
the year 1905 a disease has been affecting the potatoes and they have to be kept in sand on 
the ground. The layer should not be thicker than 6 inches. The result is that on© 
maund of potato requires a space of about one square yard. The result is that many 

cultivators who would like to store potato seed which sells at a higher price a few 

months after the potato is dug, are not able to do so for want of accommodation. This' 
difBculty can be removed by building warehouses in each village. 

The grain is stored in the market in the khattis or in kothos. The system of 
licensed warehouses in the United States of America in the market should be introduced 
as weP as in the villages. 

Question 5.— Anybody in this district who wants to buy grain for trade purposes 
and selling al a hiture date in the hope of making profit and has not got money of his 

own goes to the commission agent who hires khattis and buys grain for him and secures 

a loan for him either from the Imperial Bank or from other person or himself advances 
some money. The person wishing to store the grain has to deposit Bs, 25 to Rs. 80 per 
every hundered rupees worth of grain. The rest of the money is found by the commission- 
agent for him; The Imperial Bank charges at present annas 9 pies 4 per hundred 
rupees per mensem, while the commission-agent charges from annas 10 to annas 11 per 
Mb. Bbijnandan Lal. 
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cent, per mensem as interest and annas 12 per cent, as commission. Annas 4 per cent, 
has to be paid to the broker when the gram is sold and 3 pies per rupee as weighing 
charges when the grain is brought at the time of its being stored in the khattis. 

Question 6. — As to applying the American system of warehouses to the jirincipal 
crops in the district which, as has been stated above, are (1) wheat, (2) potato, (3) 
tobacco — 

Wheat. — ^A great majority of cultivators of wheat have to sell their produce because 
they have to repay their loans to the moneylender who would not wait after their pro- 
duce is ready for fear that the grain may be disposed of by cultivators and they may 

lose their money. The result is that the cultivator does not profit by any future rise m 
the price and even those cultivators who store their grain have not got a suitable 

place to do so and the grain is often spoiled. The American system will be very useful 
in securing suitable warehouses for keeping grain for the cultivators and enabling them 
to obtain credit. 

Potato. — Cultivators of potato also have to sell their produce immediately for the 
reason given above and for want of accommodation to store potato. The American system 
will be useful for this crop also but there are certain difficulties in case of potatoes which 
are more easily perishable; but with certain modifications the system can work very 

satisfactorily. 

Tobacco. — The remarks with regard to wheat apply to tobacco also. 

Grovernment assistance will be necessary for building warehouses where there are 
no suitable private houses which may be licensed and the inspecting staff will have to 

be maintained and controlled by the Government. 

Question 7. — There is very little combination among the cultivators in market- 
ing their crops. A co-operative sale society is badly needed in the district of Farrukhabad 
which protect them from unscrupulous commission agents. 

. Part C. — Extent and nature of agricultural indebtedness. 

answers to this part are based on an inquiry in village Burhnamau in par- 
gana P altar a ^ district Farrukhabad.) 

Question 1. — The number of agriculturist landlords and tenants in the village 
is about 81 who cultivate 125 acres. Their indebtedness is Rs. 20,400. The indebtedness 
of tenants alone is Rs. 9,439. 

The amount of debt secured on registered land mortgages is Rs. 8,159 ; on zar 

peshgi pattas, Rs. 140; on registered simple mortgages, Rs. 245; on houses, Rs. 6,266; 

ernaments, Rs. 455; on pro-notes of co-operative societies, Rs. 4,000, and on pro-notes 
in favour of the moneylenders, Rs. 1,135. 

Question 2. — The creditors in Burhnamau village are : — 

Village co-operative society — to the extent of Rs. 4,000. 

Professional moneylenders — to the extent of Rs. 14,700. 

The richer agriculturists have lent about Rs. 1,700 to the poorer in Burhnamau, 

Question 3. — In Burhnamau land is not passing from the possession of people who 
are efficient farmers into the hands of people who are not. 

Question 4. — Twenty-six landlords in Burnamau village owning about 180 acres of 
land are indebted to the extent of Rs. 14,425, divided as follows : — 

Rs. 

Landlords . . . , . . . . . . 4,108 

Landlords who arc also tenants in some other landlord’s 
pahti .. .. .. .. .. 10,317. 

Question 6. — The special causes for indebtedness of the landholders and the amount 
of debt due to each cause are as follows : — 

Rs. 

Bad crops, due to a disease of potatoes, the chief crop of the 


district . . . . . . . . . . 3,125 

Litigation . . . . . . . . . . 4,000 

Extravagance in marriages and funeral ceremonies . . . . 6,800 

Sickness . . . * . . . . . • 500 

(For details see appendix.]' 

Mb. Bbijnandan Lal. 
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Question 6. — The rate of interest on land mortgages is from 12 annas to Ee. 1 
per mensem which is less than the usual rate on other securities, but the registration 
chai ges, illegal gratification to the sub-registrar and brokerage to the broker who secures 
loans 01 who (the latter) charges them at the rate of 8 annas per cent, have also to be 
borne by them. 

Part F. — Co-operation. 

Question 1. — ^The District Go-operative Bank, Farrukhabad, deposits its cash 
balance in the Imperial Bank of India. There is no connexion between the co-operative 
bank and the joint-stock bank or indigenous banks. 

Question 2. — The co-operative societies in Farrukhabad have no difficulty in rais- 
ing either short or long-term capital. 

Question 3. — The District Co-operative Bank receives more offers of deposits than 
it requires. Even the primary village societies receive deposits which amount to 
Es. 20,000. They arc thinking of reducing the rate of interest. The co-operative move- 
ment in this district can safely absorb 60 lakhs of rupees very easily if more societies are 
organised but the department is against expansion at present. 

Question 4. — Exemption from income-tax and other financial concessions would 
scimulate the growth of the co-operative movement and is desirable. 

Question 6. — In most districts the co-operative banks do not get sufficient money 
to finance their primary societies and m others they do not know what to do with their 
surplus balances. The provincial bank wdll help them in both cases. 

Part Ct. — Small industries allied to agriculture. 

Question 1. — The subsidiary industries allied to agriculture are as follows : — 

(а) Ottr-making and sugar-refining. 

(б) Hand -spinning. 

(c) Growth and preparing of tobacco for smoking liukka and chewing. 

(d) Vegetables. 

(e) Fruit growing. 

if) Flower growing and manufacture of scent. 

Question 2. — Gur-making and sugar-refining. — If a sugar mill is established in this 
district the cultivators will get a better price for the sugarcane. They will be able to 
utilise the gur which has to be exported at present. 

Hand-spinning. — This industry is not in a good condition. If the Agricultural de- 
partment appoints two or three men to teach spinners the use of the modern handlooms 
which they may be able to get from the department on credit or through co-operative 
societies they will be able to turn out better stuff. 

Growth and preparing of tobacco for smoking liukka and chewing. — ^Tobacco is grown 
in this district on a very large scale. What is needed is the introduction of tobacco which 
is Qstd in making cigarettes and cigars and a small factory for making cigarettes. 

Vegetables. — Potatoes are grown very largely in Farrukhabad district but their 

yield is decreasing day by day owing to certain diseases and nothing has so far been 

done* tu eradicate them. The Agricultural department should try its best to find out 

the remedy before the industry has been completely destroyed. The establishment of a 
factory for extracting starch from potatoes will go a great way towards increasing the 
demand for potatoes. , 

Fruit-growing. — A large quantity of mangoes are exported to the various parts 

of these provinces and elsewhere from this district, but they do not fetch a very good 

X^rice because mangoes cannot last long. A small factory for fruit-canning will increase 
the price of mangoes a good deal. 

Flower-growing and manufacture of scents. — This used to be a very prosperous 

industry in Kanauj. It has now been declining owing to foreign competition. If a young 
man or Kanauj is given a State scholarship for going to foreign countries (specially 
France^ and learning to make foreign scent it will give a great impetus to the industry 

and increase flower-growing to a very great extent. 

Question 3. — In my opinion the farmer is busy throughout the year in this district! 
and whatever leisure he gets is badly needed for his rest. 


Mr. BniJNANDAN Lal. 


(For oral evidence, see pages 237 — 242.) 



( 227 > 

APPENDIX. 

Disiribution of debt in village Burhnamau (see answers to part I-C\ 
(a) Classification of debt according to object : — 


Object. 

Landlords. 

Landlords 
who are also 
tenants in 
some other 
landlord’s 
patti. 

Tenants. 


Rs. 

Rs. 

Rs. 

Repayment of earlier debts 

200 

1,115 

1,235 

Payment of accumulated interest 

50 

152 

412 

Marriage and other social functions . . 

2,300 

4,500 

200 

Famine and others kinds of distress . . 


100 

2,100 

Payment of land revenue or rent 

100 

100 

1,800 

Seed 


200 

1,000 

Manure 


400 

300 

Expenses of cultivation, e.g., wag( s of labour- 




ers 


100 

100 

Agricultural implements 


50 

250 

Litigation 

V,000 

3,000 

100 

Purchase of plough or other cattle 


200 

800 

iSinking of wells 

♦ , 

100 

400 

Subsistence . . 

158 

100 

106 

Sickness 

300 

200 


Trade 

• • 

• ♦ 

*636 

Total 

4,108 

10,317 

9,439 


(b) Classification of debt according to security : — 


Nature of security. 

Landlords. 

Landlords 
who are also 
tenants in 
Some other 
landlord’s 
patti. 

Tenants. 


Rs. 

Rs. 

Rs. 

Registered land mortagages 

3,300 

8,015 


Zar peshgi patta 

. . 

. . 

140 

Unregistered simple mortgages 

• . 

. . 

245 

Houses 

. . 

. . 

6,266 

Ornaments 


302 

153 

Pro-notes of co-operative society 


1,815 

1,685 

Pro-notes of moneylenders 


185 

950 

Total 

4,108 

10,317 

9,439 
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{c) Classification of debt according to castes : — 


(.^astes. 

Landlords. 

Landlords 
who are also 
tenants in 
some other 
landlord’s 
patti. 

Tenants. 


Bs. 

Rs. 

Rs. 

High caste . , 

2, 508(a) 

460(!>) 

•• 

High caste not primarily agricultural 

•• 

.. 

25 

Oood cultivating caste, (Kurmis) 

•• 

9,867 

7,134 

Market gardening castes 

•• 

•• 

•• 

Other castes . . 

(c)l,600 

•• 

2,280(d) 

Total 

4,108 

10,317 

9,439 


(a) Pathan, (h) Brahman, (c) Blacksmiths, (d) Chamar, Washerman, Teli, Dhanuk 
and others. 


Mm. BmiJNAifTnAN LAi/i 
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Bai Bahadur Babu JAWAHIR LAL SINHA, Landlord and Managing 
Director, District Co-operative Bank, Ghazlpur. 


Replies to the questionnaire. 


I. — Agricultural credit and credit facilities. 


Part A. — Agricultural borrowing for purposes of production. 


Question 1. — The agriculturist borrows from (1) village mahajans and moneylenders, 
^2) Hanas, {3) Moghuls, (4) zamindars, (5) co-operative societies, (6) Government. 

Prom village mahajans he borrows for seed, marriages and funerals as well as for 
his maintenance. From Harias he borrows cash for payment of rent and takes bullocks 
on credit. From Moghuls he borrows cash sparingly ; generally he purchases cloth on 
credit. From zamindars he borrows money and grain for almost all the purposes for 
which he borrows from the mahajans. From co-operative societies he borrows for cattle, 
for payment of rent, for payment of old debts and every other need which confronts him. 
From Government he borrows for seed, for making wells, bunds and tanks, etc. 

The proportion of debt for various purposes from loans advanced by the district 
co-operative bank in the year 1928-29 is as follows. Besides this no statistics are avail- 
able on the point. 


(1) BuUocks . . 

(2) Rent 

(3) Old debt . . 

(4) Cattle 

(5) Marriage . . 

(6) Trade 

(7) House repairs 

(8) Cloth 

(9) Well 

(10) Seed 

(11) Purchase of land 

(12) Miscellaneous 


Total 


Rs. 

a. 

P* 

27,332 

9 

6 

16,697 

9 

0 

9,819 

16 

0 

1,733 

0 

0 

6,276 

3 

6 

3,267 

0 

0 

1,120 

0 

0 

106 

0 

0 

660 

0 

0 

4,796 

0 

3 

1,174 

8 

0 

4,409 

2 

9 


76,281 0 0 


Of the total debts 15 per cent, is in grain and 85 per cent, in cash. One-fifth 
is generally for long periods and are seldom repaid in cash. These are obtained on 
mortgages which are seldom redeemed. 

Question 2. — The rate of interest for cash loans varies from 9 to 60 per cent. It 
varies with different agencies : — 

(a) Zamindars and mahajans charge for short-term loans 25 per cent., for long- 
terms 9 to 16 per cent. 

(h) Harias charge 37J per cent. 

(c) Moghuls charge 37} to 50 per cent. 

(d) Co-operative societies charge 9 to 16 per cent. 

(e) Government charge 7} per cent. 

In the case of grain loans the interest is 26 per cent, for six months. On cloth 
advances the rate is 25 tc 37} per cent. 

Zamindars and mahajans make seasonal calculations. Seed lent in October and 
November is realized in April and May at 26 per cent, interest called sitoai. Harias and 
Mogjbuls make seasonal calculations for only ten months but they take interest for full 
one year. Government and co-operative societies calculate interest for the exact number 
of dav^ for which loans remain unpaid. 

Rai Bahadur Babu Jawahir Lal Sinha. 
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Jn my opinion the rates of interest are exorbitant. 

Other charges incidental to documeatary debts are : — 

(a^ Stamps which are generally sold for Re. 1-1-0 are actually priced at only Re. 1. 

(b) Illegal gratification of registration office. Minimum charges are Rs. 2-8 for 
each document registered; in cases of transactions above Rs. 100 but below Rs. 600, 
five per cent; for transactions above Rs. 600 according to settlement. 

(c) Two per cent, nazrana to the patwari as scribe fee and identification to the 
extent of 2 per cent, of the total debts. 

Question 3. — Except mortgages all are unsecured debts advanced on personal pro- 
notes. 

It is generally correct to say that the greater the title to laud the greater the 
mdebtedness. Big zamindars are not so much indebted as petty ones. Fixed-rate tenants 
are mere indebted than occupancy tenants, but the former can lighten their burden by 
parting with their fixed-rate tenancy while the occupancy tenants seldom get out of their 
debt. Their condition is really pitiable, and worse is the case of tenants-at-will. 

Mortgage debts, where mortgages have been given with possession, are not increas- 
ing and as compared with these the non-documentary debts are increasing. Where 
simple mortgages have been made the amount on them is increasing. Unsecured debts 
are increasing faster than debts on simple mortgage or debts otherwise secured. 

Question 4 . — Zamindar moneylenders are on the vantage ground in the matter of 
enforcing payment of debt as compared with other creditors, in that they have a power 
of distraint. Whatever they realize they credit first to their debts whether they are cash 
or in kind. When these debts are fully paid up the balance is credited to rent demand 
otherwise the rent is left in arrears with the notice of ejecting them from the land. They 
also charge 12 per cent, interest on arrears of rent. For interest on rent they generally 
take a pro-note to give it the appearance of a genuine cash loan. Moghuls come and 
torment the borrowers in every possible way, including thrashing, and thus they realize 
their debts. The ITarias visit villages in groups of ten or twelve. They go to the 
debtors and make their demand. If payment is made then and there well and good, 
otherwise the debtors have jointly to provide rations for feeding the whole company 
eVeiy day until the debt is fully paid up. The incidence of feeding the company is 
greatest on the few who make the payment last In cases of Government taqavi the 
borrowers have to pay nazrana to the patwari and kanungo both at the time of borrowing 
and repayments. When mahajans have to bring a suit in the civil courts the borrowers 
are further saddled with costs incurred by the j^aintiff. In the co-operative society 
it is the panchayat which make collections. In very few cases where payment is not 
made they refer the case for arbitration, where the plaintiffs incur no costs. The 
arbitrators’ award is executed through civil or revenue courts. In cases of execution 
through civil courts judgement-debtors have to pay the cost of execution. Through 

revenue courts the amount of award is recovered as arrears of land revenue. 

Ihe need for ascertaining the prevailing market rate does not generally arise in 
cases of grain loans which are made on the siufai system, which means that the borrower 

has to return five maunds of the same grain for four maunds advanced to him. 

Question 6. — Government advances loans under the Agriculturists Loans Act and 
the Land Improvement Act only in years of acute scarcity. Agriculturists do not make 
it a normal feature of borrowing under these Acts because they cannot do it. No 

taqavi is given by Government in normal years. 

The greatest defect in the taqavi system is that the Government do not grant 
taqavi loans in normal years. Then there are the malpractices of petty officials of the 
Revenue department, whose recommendation is a sine guA non for getting taqavi. The 
Government ought to make it a normal feature of their administration to make taqavi 
loans in normal years too, which should be fully made known to the tenantry. Mal- 
practices of the patwari and kanungo can be counteracted in cases of villages where 
there are co-operah*ve societies or which are under jurisdiction of village panchayats : 
these institutions should be utilised to made recommendations and identifications. 

Briefly speaking, the Agriculturists Loans Act provides short-term credit .to 
agriculturists for productive purposes generally for purchase of seed and bullocks, while 
the Land Improvement Act provides credit to zamindars only for sinking paJeka wells, 
erecting embankments, etc. 

Rat Bah ad UK Babu Jawahik Lal Sinha. 
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Question 6. — The cultivators combine in irrigating crops of one another as well as 
in weeaing and harrowing. They also sometimes combine together to produce crops — 
more generally potato, sugarcane and tobacco. Combination is botli possible and desirable 
but more desirable than possible, because it is more economical. 

Question 7. — There are defects from top to bottom in the system of agricultural 

credit and I cannot exhaust them within reasonable space. Frankly speaking there is 

the land revenue policy of the Government which I cannot deprecate more thoroughly 
than has been don^ by the late Mr, R. C. Dutta, i.e.s., decades before, or by Sir Lallu 
Bhoy v'^amaldas when he presided over the last United Provinces Co-operative Con- 
ference held at Jaiinpur. It is in the main due to this policy that the agriculturist ckn 
with difficulty eke out a bare subsistence. Exorbitant rates of interest such as charged 
i y Farias and Moghuls and in some cases by other moneylenders too should be 
penalized. The remedy there is but one and it is expansion, more expansion and still 
more expansion of co-operative societies for making cash loans as well as stores, for 
supplying seeds and other necessaries of life as well as formation of land mortgage banks. 

Part B. — Agricultural borrowing for purposes of marketing. 

Question 1. — In this district the village hania goes with his pack bullock or camel 
from door to door. It is he who informs the producer of the prevailing market rates. 

He uses his own weights and himself does weighing. Sometimes he makes cash 

payment but more often he promises payment on return from the market. There are 
several important markets in the district. The bania carries his purchases on his own bullock 
or camel to the nearest market. In these markets big wholesale exporters of Benares 
have got their agencies. If the rate offered by these agencies is favourable the bania 
at once sells his load otherwise he places it in the agency and gets 75 per cent, of its 
value. The bania makes payment to the producer on return from the market but 

generally he tries to defer payment as long as he can because more often it is the 
money which he gets from his grain deposit in the agency with which he carries on 
1 is business. These agents export grain either to Benares or Calcutta or Bombay, etc., 
ns they get instructions from their head office in Benares. 

Agents of sugar mills of Gorakhpur are gradually making their way into this 
district, and purchase sugarcane for supplying to the mills. They erect their booths 

at wayside railway stations wffiere the producers carry carts full of sugarcane. The 

mill agents always offer about one anna less than they are ordered to offer by the mills; 
they also play the nasty trick of refusing to purchase sugarcane and the producer 
finding it hard to carry back his load has to accept any terms which the agent offers. 
The system of marketing the various crops is the same. It is the village bania who 
purchases all the produce which they have got for sale. 

Question 2. — ^No agency makes loans for purposes of marketing. The bania has 
to depend on his own money or the money which he can borrow^ from mahajans as well 

as the money which he can get by sale or deposit of the grain which he purchases on 

credit from producers. There are co-operative societies in the district hut none has 
ever done anything in the direction of marketing of crops. There should be special 

^ocleties which can purchase their produce like the bania^ and stock or sell it on its own 
account. 

Question 3. — Because the agriculturists in this district sell their produce at their own 
door, they bear no cost. 

There are no incidental charges in marketing crops except the tricks which the 
bania may play because he himself is the weigher and the weights are his own. 

Question 4. — In this district storing of grains is done in kathJas (huge pots made 
of mud') or ambars, that is, a thick layer of bhusa on the floor on which the grain is 
kept and then another thick layer of bhusa placed above and all around it. This keeps 

off weavels, rats and damp. This is the cheapest indigenous way and for present pur- 

poses no improvement seems negessary. 

Vo storing is done in the markets in this district. Grain is exported according 
to the instruction of the head office at Benares or Patna. When they have to keep 
stock the ^ain is kept in gunny bags. 

Question 6. — have carefully gone through the note on licensed warehouses in 
the United States of America and feel that they could be started in this country too. 
I differ in details as to their location. With our present undeveloped state of rural 
Rat Bahadur Bab-j Jawahir Lal Sinha. 
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communications, I fear that they will not be of any help to cultivators unless these 
warehouses are well distributed so as to be within reasonably easy reach of our villages. 
In the absence of such warehouses it will not be possible to undertake co-operative 
marketing of produce with any prospect of success. This is not the place to enter into 
a discussion of the details of their working which must differ with different countries. 
Generally I am in favour of forming such warehouses. 

Question 7. — There are no instances in my knowledge where producers have com- 
bined jn marketing produce. Such a combination is most desirable because that will 
not only eliminate the bania's profit but also it may lead to direct export to Calcutta 
or Bombay. 

Question 8. — The system of weighments is prejudicial to the interest of the agri- 
culturists because the hania uses no weights but his own which he carries with him from 
place fo place. Not only this, he insists on doing the weighing himself and it is 
always his sleight of hand that gives him more than is apparent to the simple sight 
of the cultivator. In some villages there used to be a permanent haya (weighman) 
appointed by the zamtndar for service of the whole village, who used to be paid a fixed 
honorarium by the zarnindar out of the income which the zamindar made at the rate 
of one pice per rupee payable by the vendee. I think the Government ought to revive 
this system and introduce it in every village. The man may be appointed by the 
tahsildar on the recommendation of the zamindar. The tahsil should also provide him 
with s'^andard w'eights. The Government appointed a committee in 1912-13 to report 
on weights and measures but nothing seems to have come out of it. The posts of 
hayas should be recognised by Government and given licences on payment of a fixed fee. 
The parties not utilising the services of this baya and the standard weights should be 
prosecured on the complaint of the village mukhia, patwari or the chaukidar. 

Question 9. — In my answ^ers to the foregoing questions I have said that it is the 
village bania who declares the market rate of the various articles of produce to the 
agriculturists who are more often ignorant of the true market rates. This is a question 
of supply and demand. Exporting firms and agencies always try to make purchases as 
cheaply as they can and the cultivator at the harvest time being hard pressed for pay- 
ment of rent, debts, etc., by zamindars and mahajans has perforce to dispose of his 
produce on terms offered by the purchasing agencies. The speculative tendencies can 
be checked to some extent if it becomes the duty of the tahsil to communicate the 
market rates to every village at harvest time once a week. There should be printed 
forma wherein rates may be inserted and sent to the patuaris, muklnns and the lamhar- 
dars of the village. The cost involved in this scheme wull be met from the fees realized 
from weighmen whose appointment has been suggested in my answer to the preceding 
question. To my mind the poor agriculturists lose 12J per cent, in all transactions 
in the sale of their produce which is equally divided betw^een the hania and the ex- 
porting firm. 

Part D. — Credit facilities in respect of agricultural production and marketing. 

Question 1 . — The part played by the Imperial Bank of India, joint-stock banks 
and grain raercEants in the production of crops is nil. So far as the Government are 
concerned, all that they do at present is to advance a few selected agriculturists a few 
hundred maunds of improved seeds to a few selected villages through the Agricultural 
department. It is in times of acute agricultural distress that the Government inake 

taqavi advances. All this is merely a drop in the ocean. Companies trading in fertilizers 
and agricultural implements have not made any great headway due to almost unsur- 
mountable conservatism of agriculturists which in turn is due to their uneconomic hold- 
ings. The most important part is played by indigenous bankers and professional 

moneylenders who lend seed and cash for cattle. They also make loans for subsistence 

or cloth and for marriages and funerals. Their functions are performed by co-operative 
societies in villages where they exist but there are not very many of them. 

There are no facilities at all for the poor agriculturist. The accommodation given 
to agriculturists by moneylenders or indigenous bankers at a very high cost which only 
serves to make the agriculturists a serf of the moneylenders. Formation of co-operative 
societies on extensive scale can go a great way in improving the situation. Frankly 

ipeaking they have not been able to finance them adequately for all their needs and 
requirements. 
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Question 2. — None of these agencies vlo anything in respect of marketing of crops. 
Sometimes the Agricultural department purchase the produce grown from seed supplied 
by them at their own rates. 

In this district, as I have already said elsewhere, the produce is carried from the 
village to the mandi by the village bnnia who purchases the produce at the very door of 
the cultivator. The hania carries on his business with the small capital which he has 
got of his own supplemented by the loans which he can get from village mahajans and 
co-operative societies. But both the mahajans and co-operative societies are chary in 
making loans for this purpose. Firstly, the bania has seldom got any permanent stake 
in the village and secondly, because his business has always got a tinge of speculation. 
1 have got at least two instances in my personal knowledge in which these banias borrow- 
ed loans from two co-operative societies in my district, namely, Deokali and Muham- 
madpur, and left the village when they were called upon to pay. They had no 
ostensible property in these villages from which societies could recover their loans. They 
also make purchases from producers on credit. They carry the produce to 
the mandi and sell for cash if they can, otherwise they leave it there taking 
75 per cent, of its value and with that amount they carry on their business. 
From the mandi in this district the produce is exported direct to the exporting centres 
cn instructions from distributing centres, which are Benares and Patna. 

Wholesale grain merchants in the important mandis of this district import sugar, 
rice, wheat and spices from importing centres direct. They sometimes do it from dis- 
tributing centres of the province also. They retail it to retail dealers and from them 
the village bania carries these commodities to the villages. 

I would suggest formation of co-operative credit societies on a large scale with 
statutory powers to demand diselosui# of previous and outside debts. 

Question 3. — There is no co-ordination whatsoever among the various credit agencies. 
There is a large scope for improvement such as reduction in the rate of interest 
of mahajans, requiring mahajans to keep a regular and systematic account of their business 
by granting proper receipts and pass books, if possible, penalizing the taking of signatures 
or thumb -impressions on blank stamp papers or pro- notes, fixing- a maximum rate of 
interest, etc. 

Question 5. — There are 5,000 villages in the district of Ghazipiir. There are co- 
operative societies in about 100 villages. In these societies is invested a sum of 
Rs. 1,50,000. The disclosed outside debt of these societies is about Rs. 1,00,000. At least 
there is an equivalent undisclosed debt. Then there are families in villages with co- 
operative societies who have not joined the societies. Assuming that these families do not 
require any credit, the total indebtedness of these 100 co-operative villages come to 
Rs. 3,60,000. This can give some idea of the money required for the agricultural finance 
of the whole district. 


Part E. — Land mortgage banks. 

Question 1. — Landlords obtain long-term loans on the hypothecation of their zamin- 
dari for as long a period as the law provides for, on rates of interest varying from 4J per 
cent, to 18 per cent. This is for simple mortgages. 

Fixed-rate tenancy brings accommodation on more or less the same terms on which 
a zamindar does to the zamindar. When tenants give possession of the mortgaged land 
they do not have to pay the interest. The profit accruing from a field is treated as interest. 
This profit is the difference between the rent payable to the zamindar and that which 
the land can fetch from a shihmi tenant. Occupancy tenancy is always mortgaged with 
possession although it is not recognised by law. 

Question 2. — The main difficulty of a mortgage lieis in the refusal of the mortgagee 
to accept piecemeal payments. I know an instance where fixed-rate tenancy worth 
Rs. 3,000 is mortgaged for a sum of Rs. 600. The mortgagor’s resources are too limited 
to bring him a saving of Rs. 600 in any one year and therefore he is unable to redeem 
this property. If the mortgagee were agreeable to accept payment by instalments, the 
property would have been redeemed years before. 

Question 3. — ^My answer here will sound conflicting with my answer to question 
no. 1 above. Non-transferable land, namely, occupancy tenancy, is accepted in mortgage 
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with possession where zamindars are sleepy or where the mortgagee and the mortgagor 
Doth can chalk out a way to give to the mortgage an appearance of legality. Therefore, 
the impediment due to non-transferability does stand in the way of their getting long-term 
credit. 


Question 4. — The occupancy right does not serve as an adequate security for long- 
term credit. Mortgages of an occupancy tenancy made for genuine permanent improve- 
ments ehected in that laud or for bona fide valuable consideration for production and lawful 
needs should be a prior charge on that land before ejectment. 

Question 6. — I do think that the establishment of a land mortgage bank or banks 
would solve the problem of long-term advances. I would prefer co-operative land mortgage 
banks to a bank doing this business where mortgagees have no voice in its adminis- 
tration. 

Question 6. — There should be two separate institutions, unconnected with one another. 
They should have shared capital of their own. Government should guarantee some per- 
centage of dividends if they can. The point I would like to stress most is that the 
debentures issued by such a bank should have some sort of Government guarantee behind 
it. Such capital should be at least 20 per cent, of the total working capital of the 
bank. I would advocate two sorts of shares — ^preference and ordinary; preference shares 
to be sold to persons interested in rural uplift who can afford to go in for them; ordinary 
shares to be sold to mortgagors only. 

I would have these banka run on a co-operative basis. Failing that, I would be con- 
tent with an effective representation of the borrowers on the board of directors who should 
be equal in strength with the non- borrowers. In «ases of difference of opinion I would 
give both the rights of appeal to the Government, the Governor acting with his Minister 
in charge of Agriculture and Industries. The principle of “one man one vote” may 
present difficulties in the administration. There may be an occasion when the interest of 
a few with very great stake may clash with the interest of many with less stake. To 
provide against that emergency I would assign votes in some proportion of the interests 
which one has in the bank. But then I would not allow predomination of any one 
interest. 

The maximum period for which a mortgage bank should make loans should be 20 
years and in no rase exceed 25 years. Going beyond this period will make the people 
slack in making repayments. 

I am not very much in favour of deposits because by their very nature they will not 
be available for sufficiently long periods. I will accept deposits only so far as they can 
enable the bank to tide over temporary difficulties. The chief sources of working capital 
should be debentures and next to it some central organisation. 

The debentures should carry a Government guarantee for both principal and interest. 
With the Government guarani cc behind it, it will be rarely that all the debentures will 
not be taken up by the public, but when it does occur the Government should purchase 
debentures to the extent of the immediate needs of the bank with the distinct understand- 
ing that the bank should recall those debentures and sell them to the public when the 
circumstances are favourable. The debentures must rank as trustee securities. 

As to safeguarding Government against loss, the system existing in the United 
States appeals to me. The bank should pledge all the real property it gets in mortgages 
with tlie official trustee. 

Unless some special arrangements are made in favour of land mortgage banks, 
they might not be as successful here, as they have been in other countries. T would 
propose, therefore, that — 

(i) The registration offices should issue certificates of encumbrances free until 
five years after these banks have paid 6 per cent, dividends conseentively 
for five years. 

tii) They should be exempted from registration fee, stamp duty and court-fees, 
fiii) \fter due notification has been made of proposed mortgages claims made 
after some specified period thereafter should be untenable. 

(iv) There should be simplification of the process of foreclosure giving absolute 
freedom to banks to sell the properties in the event of non-payment of 
three consecutive instalments. 
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(v) The bank should also have power to place tlie estate under the management 
of the court of wards. I do not advocate banks taking up the management 

of these estates themselves because they should have to do as little as 

possible in the beginning. 

I do not see much advantage in co-ordinating provincial land mortgage banks with 
an all-India central institution. 

Question 7. — I would fix the value of land at twenty times its profit. Quality of 
land is a most important factor which determines the value of land. This profit differs 
according to the quality of the land and therefore the net profit will be a safe basis for 
calculation of its value. This net profit will not be taken of any one year but it will be 
the average of the last five or six years. By profit I mean the difference between the 
rent paid to the zamindar and that derived from a shikmi tenant in cases of fixed-rate 
tenancy. In cases of zamindari the net profit should be the difference between the 
revenue paid to the Government and the rent roll. The chief factors which determine 

the value of land are its quality, proximity to market towns and railway station and craze 

for land in that area. 

There is a great deal of difference in the value of tlie same land when it is put to 
auction by Government and when it is auctioned in a court decree and also when the 
sale is arranged by private negotiation. The chief reason for this difference 
is that the purchasers want to take the utmost advantage of the helplessness of the man 
whose property is for sale. Therefore sales arranged by private negotiations fetch always 
the highest value. 

At normal conditions the net yield of land is one-twelfth its value. 

Part — Co-operation. 

Question 1. — There is no relation between co-operative banks and joint-stock banks 
including the Imperial Bank of India and indigenous banks except that some joint-stock 
banks, notably the Allahabad Bank, has allowed cash credit to co-operative banks on the 
security of rural societies’ pro-notes. I know of an instance when a prominent co-operative 
bank of this province approached the Imperial Bank, Lucknow Branch, for accommodation 
but the agent refused to help that bank saying that the Imperial Bank Act prohibited 
lending money on the security which the said co-operative bank offered, namely rural 
soclehes’ pro-notes or a pro-note to be executed by the directors of the co-operative bank m 
their personal security. But now the tendency of all the joint-stock banks including the 
Allahabad Bank is not to offer any accommodation to a co-operative bank on the security 
of rural societies’ pro-noites purely. 

There is no competition between co-operative banks and a joint-stock bank in my 
district because there is no joint-stock bank here. In the province also I have never 
heard any serious complaint of the existence of any competition. 

Question 2. — Co-operative banks have experienced serious difficulties in raising 
capital in certain districts, particularly Hardoi and Benares. If co-operative banks do not 
offer so high a rate as they do at present, I fear they will not get any capital. Even 
at these high rates of interest co-operative banks cannot attract capital for such long periods 
which their societies require for permanent agricultural improvements such as sinking 
of wells, raising embankments, etc. This view is supported by the committee on co- 
operation appointed in the Central Provinces in 1901. For this very reason we have not 
attempted so far the liquidation of old debts of members on any large scale. 

Certain co-operative banks, particularly Unao and Gorakhpur, issued what they 
called debentures in 1910 to 1913 and raised some long-term capital, but it was not for 
longer than five years which period is much too short for repayment of capital locked up 
in permanent agricultural improvements. If co-operative banks could attract capital for 
periods of ten to twenty years they could launch schemes foi; effecting permanent improve- 
ments in land as well as for the liquidation of old debts— chiefly mortgage debts— of the 
members. If we were to tackle these problems my district of Ghazipur alone will require 
something about 5 lakhs. This capital to be fruitful should not be raised on exorbitant 
rates of interest. We cannot increase our present rates even slightly. Most of the 
difficulty will be obviated if our provincial Government could come forward with a 
guarantee such as the Secretary of State did for the Bombay Central Bank. 
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Question 3. — The Ghazipur district co-operative bank, provided it had previous 
notice of societies’ requirements, has always raised sufficient funds for its needs. But 
there have been occasions when it was hard put to it to find funds for meeting unforeseen 
demands. For want of sufficiently-long-term capital it has not undertaken permanent 
improvements in land nor liquidation of old debts of members. It has only met short- 
term or current needs of members. It has also not allowed credits to the extent to which 
the societies demanded. And where expansion is undertaken very much moib capital will 
be needed even for those short-term requirements to say nothing of the requirements 
for permanent improvements in land or for liquidation of outside debts of members. The 
capital, I fear, will not be available locally to any appreciable extent. This can be derived 
only from joint-stock banks or the Imperial Bank of India on the security of societies* 
pro-notes or from the provincial co-operative bank when one is started. 

Question 4. — Co-operative banks are already enjoying exemption from income-tax 
and with no stretch of imagination I can foresee the time when the Government may 
withdraw this concession without material harm to the movement. Co-operators in these 
provinces have more than once urged the necessity of including the debentures of f‘ 0 - 
operative banks in the list of trustee securities but this too, I fear, will not go a long way. 
The only solution of the problem lies in some sort of guarantee being given by the 
Government. I make this recommendation in spite of the fact that there is a good deal of 
diversity of opinion among authorities on co-operation. 

Question 6. — In answer to this question I would refer to the resoluti'^n of the 
last co-operative conference held at Taunpur in 1929. I am fully at one with the 
view of the conference. 


(For oral evidence see pages 237 — ^242.) 
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ORAL EVIDENCE. 


Lucknow, January 31, 1930. 


Present : 

Mb. E. a. H. Blunt, c.i.e., o.b.b., i.c.s., m.l.o. 
Dr. Eadhakamal Mukbrjee, m.a., ph.D. 

Bai Bahadur Pandit G. S. Upadhya, b.a. ... 
Mr. Mohan Lal Sah, m.a., ll.b. 

Eai Bahadur Babu Mohan Lal, m.a., ll.b., m.l.c. 
Dr. L. G. Jain, m.a., ll.b., ph.D. 


{Witnesses: Mr. Brijnandan Lal, Bar.-ai-Law, Honorary Managing Director^ District 

Co-operative Bank, Farrukhabad, and Eai Bahadur Babu Jawahir Lal Sinha, 

Managing Director^ District Co-operative Bank, Ghazipur.) 

The Chairman ; I find that in certain areas there is an unusually large proportion 
of old unproductive debt. Is there any particular reason to account for that? I may say 
at once that the figures we have got are for the last three years and are to a certain 
extent disturbed by the fact that these have been very had years. — {Mr. Bnjnandan Lal) : 
These people spent a lot of money on marriages. 

What particular castes have yon in these villages? — The majority are Kurmis. 

Rai Bahadur Pandit G. S. Upadhya : I may just mention that the Kurmis spend 
the least. 

The Chairman : Normally they do. — (Mr. Brijnandan Lal) : Because among them the 
custom is so peculiar about marriage and in my district there are fairly big zamindars. 

Rai Bahadur Pandit G. S. Upadhya : They may have adopted evil methods. 

I Mr. Brijnandan Lal) : I do not know that. 

Dr. Eadhakamal Mukerjee : Is there litigation? — Yes. 

The Chairman : Is it a pattidari village? — Yes. 

If you take these figures at different times of the year you will find all sorts of 
variations. In June or July when the rahi is reaped a great part of the short-term loan 
will disappear, because they have got a certain amount of money in their pockets. On 
the other hand the long-term debt for marriage and the earlier debt will still be there. 
But if you take the figures for February before rahi is reaped there will be a great deal 
of debt on the productive side and the proportion of unprofitable debt will be relatively 
smaller ? — Yes. 

I suppose it would be fair to say that for seed or manure and for other expenses 
of cultivation and for subsistence also they always borrow? — In this village they do not 
borrow for seed, because they keep their own seed. For manure and other purposes they 
borrow and they repay the same year. 

Am I correct in saying that practically all social debt is taken for marriage? — Yes. 

There is a certain amount of borrowing for such events as a shradh and a bhoj? — 
Mostly it is for marriages. 

There may be a certain amount of debt for subsistence also? — ^Yes. 

Litigation is occasional but of course once it starts it goes up very quickly? — ^Yes. 

You do not know what the causes of earlier debts were? — The causes will be 
all those combined. 

Exactly. But you cannot possibly say how much of this loan is principal and 
bow much is accumulated interest? — I cannot say. 

The debt for subsistence is another thing. It is borrowed more or less every year 
say for six weeks or for a couple of months? — Yes. 

We now come to the purchase of cattle and plough. It is probably right to say 
that the question of the purchase of cattle depends on the fodder. If they have not 
got fodder they will not buy cattle. What we found was that when fodder was scarce, 
they bought cattle at the beginning of the season and sold at the end of the season. The 
result was that they bought cattle when they required and sold them when they did 
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iiot require them. — (Hai Bahadur Babu Jawahir Lai Sinha) ; Most of them sell their 
cattle when they are short of fodder and then they buy afresh. 

Then, in respect of cattle debt, you cannot establish any sort of principle. Do 
jou bleed cattle? — (Mr. Brijnandan Lali) : In my district cattle are of big size and they 
do not breed. They get them from outside. 

'rhen you do not sell very much but keep them because if you have got cattle 
worth Its. 150 or Rs. 200 you will think twice before you sell them? — (Rai Bahadur Bahii 
Jawahir Lai Siriha) : Generally cheaper bullocks are sold. 

Dr. Radhakamal Mukerjee : Are they sold in large numbers in your district? — 
(Mr. Brijnandan Lai) : No. They come from other districts. (Rai Bahadur Babu Jawahir 
Lai Siyiha) : Such sale of cattle is very common in the eastern district where cattle are 
very cheap. They are purchased cheap and sold cheap. 

Even serviceable and efficient cattle are disposed of? — (Mr. Brijnandan Lai) ; Only 
OT^dinary cattle they buy and sell. 

Good ones they retain? — Good ones are never sold. 

Mr. Sail : When the fodder is scarce they will? — Yes. 

The Chairman : If you look at the figures, Mr. Brijnandan Lai, your average per- 
centage on the purchase of cattle is 6 per cent. But Mr. Sinha’s percentage comes 
to 40 per cent. — (Rai Bahadur Jawahir Lai Sinhaf) : The fact is that in my district they 
sell bullocks and buy again. That is why there is this difference. These are actual 
figures I have taken. 

Rai Bahadur Pandit G. S. Upadhya : There is another reason. He has taken 
them from the co-operative bank. — (Mr. Brijnandan Lai) : In the case of co-operative 
societies it is generally for bullocks that they say they are borrowing, because it is a 
comparatively long-term loan and that is why the percentage is very high. 

Mr. Sail : Mr. Sinha’s percentage is very low. 

The Chairman : What we have really got at is that when there is insufficiency of 
fodder you sell cattle and purchase again when you require them. Where you have 
got good cattle and sufficient fodder you keep them. 

Rai Bahadur Pandit Jawahir Lai Sinha : In eastern districts they are very cheap. 
I'ou can get them for Rs. 30 or Rs. 40. In western districts you cannot get them for 
less than Rs. 250. 

Dr. Radhakamal Mukerjee : And there is a great dearth of fodder in summer? — 
(Mr. Brijnandan Lai) ; Yes. 

The Chairman : What is exactly the reason for this borrowing for payment of land 
revenue? I am not talking of the present time as these were bad years, but generally. — 
(Mr. Brijnandan Lai) : They borrow for the payment of rent and after that they sell their 
produce. The instalment is fixed only for one year and then pay off from their income. 

What I gather is this. When the rabi comes in they have a good many payments 
to make. They have to pay the mahajan. They possibly have to repay taqavi. They 
have to pay their rent or revenue. In the first place they pay to the mahajan, because there 
is interest on that. Then if their money is exhausted and they still have to pay 
their rent they borrow once more to pay it. Having once repaid the mahajan, he advances 
money again to pay rent. — (Rai Bahadur Babu Jawahir Lai Sinha) : In my district 
generally they cannot sell their produce quickly. They have to borrow for paying rent 
to the zamindar and when they sell their produce, then they pay to the mahajan. 

Dr. Radhakamal Mukerjee : They cannot turn their produce into money quickly. 

Rai Bahadur Babu Mohan Lai : Is it not the case that all bank payments are made 
from kharif and tlien they go to the societies to borrow money for the payment of rent? — 
(Rai Bahadur Babu Jawahir Lai Sinha) : It is not so. 

In many cases it has been the case. Whenever they borrow it is understood that 
they could not sell their produce when the demand was made. — (Mr. Brijnandan Lai ) ; 
In most cases payments are made to societies when the entire crop is sold and they 
borrow for the payment of rent. Small proprietors and agricultural tenants live from 
hand to mouth. They have to borrow Ifor every purpose even for the payment of land 
revenue. 
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Dr, RadhaJcamal Mvkerjee : For all possible purposes? — Yes. 

The Chairman : This living from hand to mouth is not confined to India alone.. 
It is practically the same in every agricultural country in the world. It is due entirely 
to the condition of this industry. For the whole year you are spending money. You get 
year money when the crop is reaped. Thus you get your money only at one time and you 
have got none throughout the rest of the year. You must therefore live from hand to 
mouth. 

Dr. HadJiakamal Maker jee : We have had a bad succession of harvests for the last 
three years. You do not prevent unproductive expenditure? — (Mr. Brijnandan Lai) : We 
do. We have got better living societies and credit societies also have passed resolutions 
that more than a certain amount should not be spent on sneh and such a thing. 

Arc tliese merely pious resolutions? — ^They are being acted upon. 

You show a percentage of 23 which is very high in your district for marria.ge and 
social functions ? — Yes . 

Iii is hardly compatible wdth the spirit of the co-operative movement? — ^These better 
living societies have been organised lately and this credit is probably old. 

Rai Bahadur Babu Mohan Lai : What is your enperience, Mr. Sinha, with regard 
to better living societies? They have passed resolutions that as a general rule more than 
a certain amount of money should not be spent on certain objects, e.y., on marriages. — 
(Rai Bahadur Babu Jawahir Lai Sinha) : Better living societies have cut down these 
expenses. 

What we do in our ordinary co-operative societies is the curtailment of marriage 
expenses. What are they doing? — We do our best. In better living societies they try to 
curtail expenses. They have passed resolutions that they should not spend more than 
a specified amount on a certain item. If they will spend more thiy w’lll have to pay 
8 fine of Ks. 60 or Ks. 40. 

The Chairman : You talk of some disease here. Have you received much assistance 
Irom the Agriculture department — (Mr. Brijnandan Lai) : Not at all. The Agriculture 
department has not been able to do anything in this matter. They have not found out 
the cause of the diseases and its remedy. The Agriculture department was able to help 
the agriculturists to store seed in sand. Several years ago they taught the agriculturist to 
take to certain sowings. That prevented to some extent the spread of the disease, but 
did not remove it. But then another disease cropped up, the cause of which they have 
not been able to find out. 

I know that potato is a very delicate crop. Now there is another thing that we want 
to ask you Jibou*^. Is not F’arrukhabad rather a centre of tobacco? — There is a village 
called Kainpil where the rent is as high as Rs. 80 per bigha. That land is especially 
suitable for tobacco; that is the tobacco wdiicli is smoked by means of hooka. 

That IS so. I know of course that tobacco needs a very peculiar type of land 
and indeed it is a very expensive crop. Would it not be possible to develop it? — If the 
tobacco that is used in cigarettes is introduced and they are able to establish one 
factory, I think there will be development. 

I was wondering whether it was possible. The cigarette tobacco is a very fine 
stuff. They call it Egyptian, but it is very largely Turkish, or comes from the Greek 
Islands. 

Dr. Radhakamal Mukerjee : There is no attempt at manufactuiing the better varie- 
ties as in Lucknow? — (Mr. Brijnandan Lai) : We have no factory. — (Rai Bahadur Babu 
Jawahir Lai Sinha) : The Virginia tobacco is very much in demand in every district. 
I made some experiments by getting some seedlings. I got ten seers of leaves but 
there was difficulty in curing it. Anyhow I got instructions, got the leaves cured, but 
now there are no customers. If I ask cultivators to sows it, they say “Where are we 
going to sell it?” — (Mr. Brijnandan Lai) : The tobacco that is used in cigarettes is 
different altogether. 

Rai Bahadur Babu Mohan LaJ : Can you grow that cigarette or cigar tobacco 
here? — (Mr. Brijnandan Lai) : I think it is possible. 

The Chairman : They do it in Madras. 

Rai Bahadur Babu Jawahir Lai Sinha : Virginia tobacco can very successfully be 
grown, and btdi making is very profitable. 
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Mr. Brijnandan Lai : But in bidi there is absolutely little or no tobacco. It is only 
leaf. It comes from the forests. It is only a substitute for tobacco. 

Dr. Radhakamal Mukerjee : Most persons have small plots of land where they grow 
tobacco. — (Mr. Brijnandan Lai) : That is a fourth crop. But there is a special village 
in Farrukliabad which is especially suitable for tobacco where they grow tobacco only. 
In the lest of the district they grow tobacco on land where potato is grown. First of all 
they sow kliarif; then they sow rahi^ wheat and potato; then they sow tobacco. 

Will you describe this manufacture of scent, and how it has declined in recent 
years?— On account of competition. The foreign scent which comes from France and 
other places is very strong and cheaper. So that the scent which is manufactured in 
Kanauj is sold at a loss. 

How many families are there which manufacture scent in Kanauj? — Mostly all. 
There is hardly a single family in Kanauj that does not do this business. 

Is it run in cottages or by karkhanadars 9 — ^They have got big degchis and a sort of 
distillery and they d’lstil that. First of all they spread til (oil seed) and then they 
spread flowers over that. This process is done for four weeks. It is dried in the sun, 
and when these seeds assimilate some of the smell then it is pressed and taken out. 

This is undertaken in cottages? — ^In their own houses. There is only one factory 
in Mirasahai, and that man is probably incurring some loss. 

Now, taking the isolated scent manufacturer in the cottages, what is his relation 
with the middleman who sells these scents? — Some of them have got their shops in 
other countries, Arabia and Calcutta. You may call them middlemen. Otherwise they 
sell their scents themselves in Kanauj. They have their branches in other districts. 

Rai Bahadur Bahu Jatrahir Lai Sinha : At one time this rose-water business was an 
indigenous industry in Ghazipur, but now it is dying out. The fact is that the price 
of rose flowers has gone very high. Every year per hundred thousand flowers it comes 
to Ks. 120 or 140, whereas in Kanauj they sell by the maund which works out to 
Its. 30 or 40 a hundred thousand flowers. Bo the Ghazipur dealers go to Kanauj ; 
distil their well -concentrated rose-water and bring it to Ghazipur; dilute it and sell 
it as Ghazipur rose-water. But there is a great deal of loss in this industry on account 
of the method of distillation. I happened to go to Kashmir year before last and I saw 
the process being carried on by the State chemist and I saw real otto de rone which 
he had distilled and for which in Ghazipur they charged Es. 160 a tola. 

Dr. Radhakamal Mukerjee : Have you any suggestion to offer with regard to im- 
proved marketing? — (Mr. Brijnandan Lai) : I have suggested that some young men from 
Kanauj should be sent to France and other countries to learn the modern methods. 

That would only improve production? — ^Yes. The demand for flowers will increase 
and these agriculturists will grow more flowers than at present. 

Could a large number of peasants grow crops as well as flowers? — Some of them 
grow flowers exclusively, for example rose nud jasmin. 

Ij flower-growing ordinarily a subsidiary occupation? — Some of them have got 
groves’ they have got fields, but along with that they grow these flowers also. 

Rai Bahadur Bahu Mohan Lai : Some have got this as their sole occupation? — 
T do not know. This industry is dying gradually and so they cannot grow more. If it 
should become as profitable as it was some time ago, probably they will grow’ more. 

Dr. Radhakamal Mukerjee ; Do you think that if the flower-growers and manu- 
facture! s be organised into a co-operative society, there is some chance of saving the 
industry? — ^There is no dearth of money. Tbe difficulty is that they cannot compete 

with these foreign scents which are much better and cheaper. They used hailu — a sort of 

kerosine oil — while these people out here use sandalwood oil which is more expensive. So 
all that, is needed is that they should learn to manufacture cheaper scents which are 
in great demand. Sometimes they get this hailu and use it in place of sandalwood oil. 

The two causes are : they cannot compete with foreign industry, and this underhand 

dealing w’hich they have recourse to on account of this competition. 

Mr. Sail : Does that apply to the Ghazipur industry too? — (Rai Bahadur Bahu 
Jawahir Lai Sinha) : I would suggest that these distillers of Ghazipur ought to be 
taught the proper method. They do not adopt the proper method, with the result that 
30, 40 or 50 per cent, is lost in the process of manufacture. At Kashmir T saw they were 
gelling real otto de rose at Rs. 30 a tola, whereas in Ghazipur it is Es. 160, and the 
chemist told me that it was due to defective distillation, that there was so much loss 
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an Ghazipur. If the process of manufacture is improved, I am sure the rose cultivation’- 
W'ill increase. 

Rai Bahadur Pandit G, S. Upadhya : My friend’s suggestion will have to be taken 
into consideration. Will it be possible for you to compete with the French and other 
'foreign scents? — {Mr. Brijnandan Lai) : Yes. 

You must know that in foreign countries they have gone so much ahead with 
their industries that if you start here in your Kanauj and expect to compete with 
dhem, I think you will be disappointed. — (Mr. Brijnandan Lai) : It is quite possible. We 
'do not know the method. 

But you are starting a thing just now. — (Mr. Brijnandan Lai) ; We are not 
starting. Our industry is older than their’s. 

Therefore you should not try to compete with them by manufacturing foreign 
scents, but try to improve our own tastes. We are now patronizing these foreign scents 
and the result is there is not much demand for your indigenous thing. If you did 
that, perhaps there would be a better market. — (Mr. Brijnandan Lai) : We should have 
to steer a middle course. We shall have to manufacture these cheap scents which have 
•got something Indian about them, so that we will meet the demand by making them 
•cheaper. 

Dr. Radhahamal Mukerjee : You have stated, Mr. Sinha, that in Gorakhpur some 
•sugarcane mills send their agents into the interior to procure sugarcane. What is the 
system of marketing to which you are referring? — The company allow certain rates and 
they send their staff to various cane -producing centres on railway lines. When the 
sugarcane is brought these agents, instead of offering the proper price by the company, 
offer jess. So they (the cultivators’) have no alternative but to sell it at a lower price. 

Is there competition amongst the sugarcane buyers? — ^Not very much because 
there are not very many mills in Gorakhpur. 

The Chairman : It is more of a concession m Gorakhpur. — (Rai Bahadur Bobu 
Jawahir Lai Sinha) : I am talking of the place which is on the border of Azamgarh and 
Gorakhpur. 

You talk about the Harias. Who are these exactly? — They come from Arrab and 
(Chopra. They come in batches, half a dozen of them. They advance money and go 
fback at harvest itime, say five or six months afterwards, for collections. Then. they go 
to their clients, all of them in one group of six or seven, and ask their clients to pay. If 
they do nert pay, they will stop in the village and all the clients will have to feed them. 
Those who will pay up will be excused from feeding them. 

£>7. Radhahamal Mukerjee : Does the Haria represent a caste? — ^No particular caste. 
They come from Arrah. 

What is the T«te of interest they usually charge? — Thirty-seven and a half per 

‘Cent. 


Rai Bahadur Bahu Mohan Lai : There have been two views before this committee. 
‘^Some gentlemen are of opinion that if transferable rights are given to occupancy tenants, 
that would be injurious to their interest. Some other people think that it is very 
•essential that it should be given to these occupancy tenants so that they may be able 
to get cheap credit. Which view do you favour? I may tell you that the object of 
i:he legislature in not giving this transferable right to the occupancy tenant was that 
ihey might retain land upon which they may live. Then some gentlemen do not want 
’to give them this power that they may have a right to transfer this land. Don’t you 
’think that if this power is given, it would do them more harm than good? — (Mr, Brijnandan 
Lai) : I think they have got that power even now to a certain extent. There is a 
•circular of the Board of Eevenue to the effect that if an occupancy tenant has sub let 
‘his holding to a mahajan, his name should be entered as a sub-lessee, so that they 
exercise that right even now. If it is legalised, I do not think there will be any harm. 
:I think they will be able to get loans much more easily. 

Will it not give them temptation to borrow money unnecessarily, because they 
will have better security to offer and easier means of getting the money ?^The co-opera- 
’tive societies really are meant for that purpose to check that kind of borrbwing. The 
membeis have to control their fellow members not to borrow unnecessarily. As it is. 
“The occupancy tenants are dying out gradually and there should be some way of creating 
occupancy tenants. 

•Me. Brtjxanitan Ijal and Kai Bahadur Babu Iawahib Lal Sinha. 
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The Chairman : In other words, you prefer to see them in the same place asp 
statutory tenants? — If some sort of land mortgage banks or system of redemption ia 
attempted, we will have to extend their period also, on payment of some nazrana to the 
zamindars, until their debts are redeemed. 

Eai Bahadur Bobu Mohan Lai : They have got life interest. — {Mr, Brijnandan 
Lai) : During that period it will not be possible to redeem their debt. 

Dr,^ Badhakamal Mukerjee : Do you propose to make statutory tenure heritable 
too? — ^If it becomes heritable, it will not be statutory at all. It could become a per- 
manent tenure, a fixed-rate tenure. 

Do you think that such fixity of tenure is necessary? — Yes. 

Mr, Sah i But so long as occupancy rights are not made transferable, how can 
the land mortgage bank lend money to the tenants? 

The Chairman : I think we can put it this way, that Mr. Brijnandan Lat 
ihinkfl by improving the present tenure he will improve their security — {Mr, Brijnandan 
Lai) : And their financial condition. My inquiry shows that the condition of the* 
occupancy tenants is much better than that of the non-occupancy tenants. 

On the other hand, Mr. Sinha’s point of view is that you can go too far in 
giving them facilities. In other words, if you give them facilities, they would misuse 
them. — [Rai Bahadur Babu Jawahir Lai Sinha) : I would give them occupancy tenure. — 
<Mr. Brijnandan Lai) : Until you have some system of redemption or land mortgage 
bank, they will continue to be in debt. 

Dr, Radhdkamal Mukerjee : In any case both of you are in favour of changing 
the ‘aw in this respect? — {Rai Bahadur Babu Jawahir Lai Sinha) : Yes. 

Do you think it desirable that the moneylender should not be able to take 
a sub-lease of an occupancy or ex-proprietary tenant either bona fide or fictitious or 
both? We have evidence to show that there is a large amount of fictitious mortgage 
which is going on in the name of sub-leasing. 

The Chairman : In that case if your answer Is yes, you are taking away their 
only present security. — {Rai Bahadur Babu Jawahir Lai Sinha) : I would not give the 
tenant power to sub-let because it is not a paying thing to sub-let one’s own cultivation. 

Dr. Radhdkamal Mukerjee : Will you please explain how this right of sub-letting 
as being misused? — Because in the sub-leased land, he will not get so much profit as 
by his own cultivation. 

That is perfectly true. — (Mr. Brijnandan Lai) : I do not agree. If you do that, for 
nstance a widow gets land if she is prevented from sub-letting, she will not be benefited. 

That is an exception. 

The Chairman : In your experience is this sub-letting very common? — {Rai Bahadur 
Babu Jawahir Lai Sinha) : It is. As a matter of fact to defeat the credit societies they 
sub-let their holdings so that nothing can be realised from them. — (Mr. Brijnandan Lai) : 
When they have plenty of land that they can spare. 

Oh, yes, that is reasonable — sub-letting land that they cannot use. 

Rai Bahadur Babu Jawahir Lai Sinha : I have stated in my reply that in one 
place a man who had Bs. 8,000 worth of land mortgaged it for Es. 600 and the condition 
was that if the money was paid in one lump sum then the mortgage would be redeemed. 
But that amount could never be repaid, and the thing is still going on. 

Rai Bahadur Babu Mohan Lai : So it comes out that it is detrimental to the in- 
terest of the farmers there to give them powers? 

The Chairman : I don’t doubt that it is. At the same time I doubt if you could^ 
obtain a change in the law. 

(The chairman thanked the witnesses, who withdrew.) 
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Rai ISHWAR SAHAI Bahadur, Chairman, District 
Co-Operative Bank, Ltd., Fatehpur. 


Replies to the questionnaire. 


I. — Agricultural credit and credit facilities. 

Part A, — Agricultural borrowing for purposes of production. 

Question 1. — The agriculturist borrows from Government, co-operative societleSt 
moneylenders, etc. 

He borrows for all the purposes mentioned in the questionnaire. 

It is very difficult to give a correct estimate of the proportional percentage of the 
money needed for the various objects, as tenants belonging to different castes and 
grades of society have different standards of living, and at different periods of life they 
need money for different purposes. Thus, money for marriages and other ceremonies 
is borrowed only when there is an occasion for them. Money for litigation is bor- 
rowed only under special circumstances. But ordinarily the agriculturists borrow about 
40 per cent, for payment of rent and revenue, 20 per cent, for plough cattle, 8 per cent, 
for maintenance, 6 per cent, for marriage and other ceremonies, 6 per cent, for wells 
and other needs of cultivation, 5 per cent, for industrial works, 5 per cent, for seed, 8 
per cent, for fodder, 2 per cent, for repayment of old debts, and 6 per cent, for miscel- 
laneous expenses. 

Generally, the Government lends money only in times of famine or widespread 
scarcity and not more than 5 per cent, of the total loans needed. The co-operative socie- 
ties also cannot meet the wants of more than 6 per cent, of the agriculturists of this 
district. About 90 per cent, of the loans are borrowed from village and professional 
moneylenders. 

More than 95 per cent, of the total debt is incurred in cash; only about 6 per cent, 
is borrowed in grain, and that too only for seed and occasionally for maintenance. 

The majority, say more than 80 per cent, of the loans are incurred for short periods 
and the money is to be repaid at the time of the next harvest. But most of the money- 
lenders do not insist in having all the loans repaid in full at the stipulated time if they 
consider the borrower to be reliable. They only realise the interest most regularly and 
allow the principal to stand in case of well-to-do and honest borrowers. 

Question 2. — ^In borrowing cash from moneylenders 26 per cent, per annum is the 
lowest rate of interest usually paid by the agriculturists and even 37^- per cent, is not 
uncommon. Exceptionally well-to-do tenants may get money at Rs. 18-8 per cent, or even 
a lower rate. The co-operative societies of this district charge 12-8 per cent, from 
the members, except in the case of the old members of the old societies who are entitled 
to borrow free of interest. 

For loans in kind for seed sawai, e.g., 25 per cent, is the most common rate charged 
by the moneylenders. In some cases they charge even up to 60 per cent. For other 
loans in kind interest is paid at the same rates. 

Generally, interest is calculated and charged six-monthly, but a borrower has to 
pay interest for the full term of half year even if he may return the loan just one or 
two months after it is borrowed. Compound interest is calculated quarterly and half- 
yearly in case of long-term loans or the short-term loans which are not realised. 

The general rates of interest charged by moneylenders are certainly exorbitant,, 
and it is only the intense misery and need of the agriculturist which compels him to 
borrow at these rates. For this very reason it is very rarely that the tenants borrow 
money for agricultural improvements. 

Incidental charges are extremely rare. In cases when zamindars borrow considerably 
large sums they may have to pay something for brokerage, but that too is very rare. 

Bai Ishwab Sahai Bahadub. 
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Question 3. — Standing crops, ornaments and utensils are very commonly pledged 
by the agriculturists. The zamindars occasionally have to mortgage their zamindari 
for obtaining loans, and in times 'of necessity occupancy tenants mortgage their fields 
indirectly by receiving cash rent in advance and subletting the fields, as mortgage of 
agricultural holdings of tenants is illegal in our province. 

It is correct to say the better the title to land the greater the amount of indebted- 
ness; but industrious tenants and vigilant landlords are exceptions to this rule. 

It is very difficult to give a correct estimate of the extent of indebtedness, but almost 
95 per cent, of the landlords are indebted, to some extent at least, and the same is the 
case with tenants. 

The -amount of debt secured on land mortgage is increasing. About 80 per cent, 
of the landlords have to mortgage land for security, and only about 20 per cent, may 
be given on pro-notes and bonds ; but this happens only in the case of very reliable 
zamindars. 

Question 4. — The usual method of enforcing payment from agriculturists is to obtain 
decrees through the civil courts and getting them executed. But this process is becoming 
very costly. 

Certainly there is always some difference belween the rate at which the cultivator 
borrows grain or repays it and the prevailing rate. At the time of lending grain, its 
price is calculated at about a seer per rupee less than the current marke^t rate, and at 
the time of payment the price is calculated about 1 seer more than the bazar rates. There 
is no means by which the cultivator can ascertain what .the prevailing rate in the market 
is from time to time, and in 75 per cent, of cases the borrower is at the entire mercy of the 
lender. 

Question 5. — The cultivator is at the entire mt-rcy of the government officials and it 
does not rest with him to take full advantage of the facilities provided by the Agri- 
culturists Loans Act and the Land Improvement Act to any extent. In this district 
generally no taqavi is given to small agriculturists or non-occupancy tenants whose holdings 
are less than 10 bighas in area, and the amount which is advanced is also very scanty and 
serves no useful purpose. Only specially lucky agriculturists may get loans for these 
purposes. The government officials do not care to bother about these matters and take 
the trouble of making proper inquiries and recommendations for such loans, and mostly the 
applications of the cultivators are left uncared for. 

It is only in abnormal years that taqavi is generally advanced and that too to the 
selected few agriculturists, and the full amount needed by them is very rarely given. In 
ordinary years very little taqavi is advanced. 

There are many defects in the present taqavi system. Chief among ihcin are — 
n) The loans are given chiefly on the recommendation of the patwari and his 
honesty is not beyond question. 

(2) Loans are very rigidly collected and no attention is paid to the convenience 

of the agriculturists or to the fact whether the crops for which loans were 
taken were really produced or were destroyed for reasons beyond the 
control of the borrower. 

(3) The amount lent is generally quite inadequate. 

I suggest that loans should be distributed after consultation with village panchayals 
v>nd zamindars ; and postponement should be allowed on the recommendation of local 
officials, panchhyats and zamindars because rigid collection occasionally forces the 
agriculturists to borrow money at very exorbitant rates of interest for this purpose. 
Although large amounts should not be distributed to tenants indiscriminately, efforis 
should be made to satisfy their legitimate wants. 

Question 6.— The cultivators very rarely combine together to produce crops. It is 
very desirable that they should combine. 

Question 7. — Most of the defects in the present system of agricultural borrowing 
have been pointed out above and some remedies have also been pointed out. The 
co-operative societies can solve this problem to a great extent and they will be discussed 
at their proper place. If the principles of co-operative societies are kept in mind most 
of the defects will disappear. But a very important thing which needs the urgent 
attention of Government in this connection is the lending of seed to cultivators bv 
the Agricultural Department on the sawai system, i.e., seed is advanced to cultivators at 
the time of sowing and they are collected when the harvest is ready ; the cultivator 
has to return 25 per cent, more than what he borrow’s, and he has to undertake the risk 
Kai Ishwab Sahai Bahaduk. 
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of bad geriJiinatioii of the seed. In the vast majority of cases, say about 00 per cent., 
the seed is returned in about six months. So to cliarge 25 per cent, for six months is 
too much. In my opinion, if grain of good quality be returned within eight months, not 
more than 1/lOth should be charged as interest. If the grain is of bad quality then 
more may be charged, and if it is not returned in time then also higher rates may be 
charged. In case of bad germination of seed the complaints should bo immediately 
inquired into and proper relief granted to the borrowers. 

Part B. — Agricultural borrowing for purposes of marketing. 

Question 1. — The small agriculturists sell their produce to the local village hanias 
(grain dealers) or the hanias who go there from the neighbouring grain markets. But 
bigger agriculturists try to take the produce on their own carts to the bigger grain markets 
even if they may be at a distance of ten or fifteen miles from their villages. 

The methods of marketing vary according as the crop is one mainly used for 
domestic consumption, or one mainly sold in the market. 

Question 2. — In this district there are very few grain merchants, nor are there 
any joint*stock banks which finance the grain dealers. Usually the grain merchants 
carry on business wu'th their own money. The bigger merchants purchase grain from 
small dealers and cultivators. If they do not pay the whole price at once, they pro- 
mise to pay it in a week or ten days when they expect to get money from the 

places where they send grain. Sometimes they purchase ' grain under instructions from 
exporting firms who send them advances, and business is carried on under telegraphic 
instructions. 

The co-operative societies are much too small to help their members in the 

grain trade. But some members help their fellow members in getting the grain disposed 

of at proper prices. It will be rather risky for .the co-operative societies to take active 

interest in the grain trade as even small losses will cause them a great injury. 

Question 3. — ^The cultivator does not ordinarily pay anything to the local money- 
lender, the commission agent, the broker or the wholesale grain merchant in the case 
of marketing his crop. But in their purchase these men do keep a margin for their 
profits and they try to purchase grain at sufficiently cheap rates. But if the produce 
is brought for sale by the cultivator to some grain market, he has to pay some charge 
varying from one to two seers of grain per cartload for the proprietor of the market and 
for other objects. 

Question 4. — Generally, the cultivators do not store any considerable amount 
of grain with them except for their food and seed. In 90 per cent, of cases the produce 
IS sqjd as soon as it is ready for marketing. Some very good suggestions for storage 
of grain have been made in an article in the Agricultural Journal of India for July, 1929, 

About 75 per cent, of the grain taken .to markets is exported from the district. 
The remaining 25 per cent, is stored in godowns, khattis and kothas. The grain thus 
stored generally remains in good condition. It is spoilt if the khattis are damp or if 
they are opened in the rainy season and monsoonish weather. But if it is stored in 
dry places, protected from damp winds it will remain in good condition. 

Question 5. — The grain dealers who need cash advances do obtain credit from 
indigenous moneylenders on the security of the grain stored in khattis ^ kothas, etc. 
By giving this kind of security they are able to get money at cheaper rates of interest. 
The smaller dealers generally obtain credit in this manner. 

Question 6. — The experiment of licensed warehouses on the lines of the American 
system is worth trying and we should have a few godowns in some selected areas, and 
if we find them successful they may be introduced in other places also. Caution is very 
necessary because it will not be easy to find honest and educated men for grading r 
great care will be necessary in their selection. 

Question 7. — The cultivators very rarely combine for the purpose of marketing 
particular crops. This combination will be very beneficial to them. At present on 
account of the general illiteracy of the masses it is rather difficult to combine effectively, 
but with an expansion of general education and better understanding of co-operative 
principles it will be much easier to do that. In fact the members of the Khakbrent 
Co-operative Society of this district have decided to dispose of their ground-nut and 
sugarcane gur in this manner from this year. 

Eat Ishwau Sahai Bahadur. 
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Part C, — Extent and nature of agricultural indebtedness. 

Question 1. — We can easily know of the existing indebtedness of the members of 
the co-operative society of a village by securing their haisiyat statements, in which 
their assets and liabilities are shown properly. 

The figures for five societies are given in an appendix. Generally the co-operative 
societies refrain from advancing loans to those people who are heavily indebted as there we 
have joint liability and if the borrower is unable to pay up naturally in the first place 
his sureties and after that all the members of the society are liable for .the payment 
of the debt. For this reason the amounts of loans from outside mahajans are so small. 
As to the difference between secured and unsecured debts in our district the tenants 
have no proprietary rights and under the existing law they cannot mortgage their 
holdings so the amount of secured debts is not very large. 

Question 2. — The principal creditors of the agriculturists are the professional 
village moneylenders and indigenous bankers. They supply credit to about 85 per cent, 
of cultivators of this district. The co-operative societies supply the needs of about 
6 per cent, people of this district, and 5 per cent, get loans from Government in times 
of need. The remaining people do not need loans. 

The richer agriculturist lends to the poorer to a very small extent, in the shape 
of grain loans for seed and maintenance. 

Question 8. — ^The number of peasant proprietors is very small in this district and 
they are not very ef&cient farmers. Besides that the vast majority of creditors do not farm 
themselves. The peasant proprietors who are efficient farmers, like the' Kurmis of pargana 
Dhata in this district, are very well-to-do and their lands and rights do not pass on to 
inefficient farmers. So the enforced payment of debts is not having any such effect. Of 
course the estates {zamindari) of th landlords are changing hands rapidly, but that has 
practically very little or no effect on the cultivation of the land. 

Question 4. — ^Eoughly speaking about 75 per cent, of the land-owning classes of 
this district are indebted. Only those who do money lending or some other occupation 
along with zamindari are free from debt. But 95 per cent, of those who depend entirely 
on zamindari for their income are indebted. 

Question 5. — The following are some of the chief causes of the indebtedness of the 
landlords : — 

(1) The income from zamindari is realised only twice a year whereas expenses are 

incurred daily and monthly. So the landlords have necessarily to borrow for their 
immediate needs. ♦ 

(2) The land revenue has to be paid at the punctual time whether the landlords 
may realise anything from the tenants or not whereas the tenants against whom decrees 
for arrears of rent have been obtained may get postponement after postponement by the 
courts, the landlords have no such chances. 

(3) The expenses incurred in realising arrears of rent through courts are simply 
awful. The landlords are never able to realise more than 16 to 20 per cent, of the actual 
expenses incurred by them in filing suits for arrears of rent and getting the decrees 
executed. The courts of the mufassil honorary assistant collectors cause untold hardships 
to the petty landlords, and in many cases the ekka hire to their courts is more than the. 
amount of the arrears of the rent. 

(4) A false regard for their prestige causes them to spend much more money than 
they can actually afford to spend on their necessities, on the occasion of ceremonies, 

(5) The land revenue is also very heavy in this district as Fatehpur is specially 
liable to calamities. 

It is almost impossible to give any correct estimate of indebtedness due to different 
causes as the cases of all the individuals vary and no generalisation can be drawn with 
certainty. 

Question 6. — Generally the land-owning classes have to pay a lower rate of 
interest for the loans borrowed by them as they can offer better security. But when 
the small zamindars are hard pressed for the payment of land revenue, they have to pay 
equally heavy interest on the petty loans borrowed by them. 
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Part D. — Credit faciUties in respect of agricultural production and marketing. 

Questions 1 and 2. — As already stated in answers to previous question, the Gov- 
ernment lends money only during periods of famine and widespread calamities. In 
ordinary years it does nothing in this connection. In our district the joint-stock banks 
and the Imperial Bank have no branches and have nothing to do with this sort of work. 
The co-operative banks meet the wants of only about 5 per cent, of the total agricul- 
turists of the district. It is only indigenous bankers and professional moneylenders who 
give substantial help in respect of crop production. Grain merchants and companies 
trading in fertilizers and agricultural implements also do not give any help to the 
cutlivators of our district. 

The existing credit facilities are not adequate. The following are my suggestions 
for increasing them : — 

(1) The co-operative societies should be strengthened and increased, but more help 
from Government will be needed for their adequate supervision. 

(2) Jf some joint-stock banks and the Imperial Bank open branches in this 
district they will greatly facilitate the marketing business. 

The following are defects in the existing system of agricultural credit and they 
can be removed in these ways — 

(1) The rate of interest charged by moneylenders is very high. In other countries 
the Government gives loans at much cheaper rates. So if the Government takes an 
active part in moneylending and gives money at cheaper rates the general rate is sure 
to come down. 

(2) The cultivators, being mostly uneducated and simple men, are at the entire 

mercy of the moneylenders and they are sometimes badly cheated by paying money and 

not being given proper receipts. By improving the general education of the masses we 

can remove this defect. 

(3) The cultivators are also cheated by the baht khata system of the mahajanSf 
and sometimes fictitious loans are entered in their names or they are allowed to con- 
tinue in spite of payment. So registration of loans should be made compulsory. 

(4) Sometimes when the moneylenders see that the borrower has got good security, 
they refrain from realising loans and allow the interest to accumulate enormously. Some- 
times it becomes four or five times that of the* principal. So some enactment like that 
of the law Damdupat which is prevalent in the Bombay Presidency and the town of 
'Calcutta should be enforced in this province also. According to this rule the amount 
of interest recoverable at any one time cannot exceed the principal. 

(5) The provisions of the Usurious Loans Act (X of 1910) should be more liberally 

followed and the civil courts should pay special attention to them. But what can be 

expected from the subordinate courts of this province when the Allahabad High Court 
itself held in Mt. Lurjawati Kuar v, Tagannath Prasad and others reported in A.L.K., 
1929, p. 680, “that interest at Bs. 2-8 per cent, per mensem compoundable quarterly 
vwas not unconscionable. “ 

(6) Please also see answers to question 5 and 7, Part A. 

Question 2. — Only grain merchants, indigenous bankers and professional money- 
lenders take part in respect of the marketing of crops. 

The existing facilities are adequate. 

There is no combination among producers. Co-operative sale societies and general 
education of the masses are the proper remedies. 

Question 3. —There is almost no co-ordination between the various agencies. There 
is scope for improvement in this direction. 

Question 5. — At least Ks. 50 or 60 lakhs will be required for agricultural finance 
generally in this district. The population of the district was 652,302 in 1921. T have 
taken the average size of a family to be five. Thus roughly speaking we have about 
130,480 families in this district. Of these I think about 75 per cent, families are 
engaged in agriculture and needing loans, because all the families doing agriculture do 
not need loans. Thus my estimate is that about 98,000 families need loans. Now we 
'have 2,634 members (representing families) in our co-operative societies who have bor- 
rowed to the extent of Bs. 1,83,000 in all. The average loan per member thus comes 
fo about Bs. 70. If we multiply 98,000 families by Bs. 70 we shall, roughly speaking, 
he needing Bs. 68,00,000. I have taken 60 to 60 lakhs because it may not be safe to 
advance loans to all .the families without any restriction or discriminatiwi. 
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Part E, — Land mortgage banks. 

Question 1. — It is not easy to obtain long-term loans and not more than 10 per 
cent, of the total loans are for long terms. The landlords can get long-term loans, and 
the better .the security the better the terms on which they can get them. The same ia- 
the case with the tenants also. The better the security and their assets, the better 
the terms on which they can get loans. 

Question ‘2. — Only on the security of mortgage of land or ornaments can long-periodL 
loans be obtained. In fact it is very difficult to get long-term loans, as no moneylenders 
like to get their capital locked up for long perjods for fear of depreciation in the value ol 
the mortgaged property or there being disputes about it. 

Question 3. — Non-transferubility in the case of tenants acts as an impediment, 
to long-term credit and Increases the rate of interest. 

Question 4. — The occupancy right does not serve as an adequate security for long- 
term credit, because mortgage of occupancy rights is illegal. If the tenants are per- 
mitted to mortgage their occupancy holdings certainly they will get long-term loans more' 
easily, but this will lead to greater evils. So there is no need of modifying the present 
law . 


Question 5. — Certainly the establishment of land mortgage banks is very essential ; 
they are overdue in our province. 

Question 6. — We approve of the institution of land mortgage banks. They may 
be organised on the lines of the Jhang (Punjab) Co-operative Mortgage Bank, making 
allowances for particular local conditions. 

There should be two separate banks for the two classes of people, one for big 
landlords and the other for small landlords and farmers, because one loan to a big land- 
lord may be quite sufficient for a score of small landlords and farmers, and by having, 
only one bank the smaller people are bound to suffer because all the loans will be- 
absorbed by the bigger landlords. It will be economical to have both the branches under 
one management. 

The banks which are to lend loans to zamindars and taluqdars should be located 
at the headquarters of the districts and they must be affiliated to the provincial bank for- 
finance; and they should be under the special supervision of an expert banker occupying a 
government post of the status of Begistrar of Co-operative Societies. One such bank 
for the whole of a district will be sufficient in the beginning. It may have one or more 
branches later on when it becomes unwieldy. 

As to the mortgage banks for small zamindars and big cultivators I am of opiniom 
that existing co-operative societies can do this work properly, bur, a special inspector 
with banking experience will have to be appointed for each district under the speclah 
officer for the wffiole province suggested above. 

fjand mortgage banks should be encouraged to liave theii’ owm share capital as- 
far as possible, but It will be very diflicult to obtain the required sum w’ithout Govern- 
ment guarantee. The amount of such capital or guarantee will depend on the busiriesfip 
which has to be transacted. In the beginning it will be small but it will have to 
increase with the number of members who own such banks. All those wffio are interested* 
in such banks may purchase shares, but no individual should purchase shares for more* 
than Rs. 2,000. The landlords may be specially induced to purchase shares. 

In case the share capital is not taken up by the public, the Government should* 
undertake the obligation of subscribing the balance. 

The bank should be managed by a Board of Directors elected by the shareholders.. 
The co-operative principle of ‘one man one vote’ should be applied, so that the capitalist 
shareholders may .not have it under their absolute control. As the Government will" 
also give financial help to this institution, it should have the right to nominate at leasfr 
two directors of its own, one of whom should be the Managing Director or the Chairman* 
of the Executive or the Working Committee of the Board of Directors. 

Eor the present the maximum period of loans should be ten or fifteen years, and 1hc 
amount of loan should not be more than half of the market value of the property mort- 
gaged. 

Land mortgage banks should obtain working capital from (i) deposits, (ii) dehen- 
tureg, and (iii) a central institution. 

Debentures should carry a Government guarantee both for principal and interest. It 
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debentures are not taken up by the public within a certain time, Government should take* 
up the balance. Debentures, should rank as trustee securities. 

Government should be safeguarded against loss by having special control over the 
land mortgage banks by means indicated above, and, if a sufficient number of such 
banks are started in the province, by havmg a special officer for their supervision. 

The following changes in the existing law, or special arrangements, in favour of 
land mortgage banks are suggested : — 

(i.) Issue of certificates of encumbrances by the registration office either free, 
or at a nominal charge; 

(ii) There should be only nominal charges for stamp duty, rt'gistratioii charges 
and court-fees ; 

(iii) Notification of proposed mortgages; 

(iv) Simplification of the processes of foreclosure and sale in the event of non- 

payment ; 

(v) Power to manage defaulting estates. 

All these points are specially necessary. 

An all -India central institution is not necessary. 

Question 7. — The value of land should be calculated on the basis of the government 
revenue paid for it. It should in no case exceed from fifteen to twenty times the 
amount of the land revenue paid to the Government, Good land always fetches better 
prices. The kind of soil, the means of its irrigation and its situation are the chief 
factors which determine the value of the land. 

There is always some difference between the prices obtained for land. The follo\^ - 
ing are the causes of the difference : 

(i) In Government auction for non-payment of revenue and court sales, the land’ 
)s bound to be sold and its price is determined by the number of purchasers present at 
the time, of auction or sale. If some purchasers are taken about buying a particular 
piece of land or village, and there is keen competition between them, they offer fancy 
prices for it, sometimes even amounting to fifty times the annual profit. Otherwise it is 
difficult to get good prices in sales. 

(ii) Good prices can be obtained by private negotiation, but there also the law 
of supply and demand plays its part. If the vendor is keen about the sale, he may 
sell, the land at a cheap rate, or if the vendee is anxious to buy he may offer a good'* 
pr'ce for it. No general rule can be stated about these matters. 

Under normal conditions land is sold at 6 per cent, in this district, the pric#' 
of land amounts to twenty times the annual net yield, a.g., if the net profit from a 
vil'age is Its. 1,000, if will be sold for Bs. 20,000. 

Pari F,~- Co-operation. 

Question 1. — As already stated we have no branch of the Imperial Bank or any 
joiiit-stock bank in this district, and there is no relation between the indigenous banks 
and the co-operative banks. 

Question 2. — Generally co-operative societies have no difficulty in raising either 
short or long-term capital. They have no long-term capital and the vast majority of 
deposits are held on two or three years’ notice of withdrawal, but some of the depositors 
have not withdrawn their deposits from the local District Co-operative Bank, Ltd.,, 
for the Iasi 25 or 30 years. 

Question 3. — The amount of capital available for financing the co-operative move- 
ment in my district is sufficient for the existing number of societies. But with the 
increase in the number of societies we will need more capital and I think we will 
get it without any difficulty. On the average one member needs about Rs, 75 in a 
year, and the larger the number of members and societies the larger the amount of 
capital that w^e shall need. 

Question 4. — It is possible to stimulate the growth of the co-operative movement 
by financial concessions and this is very desirable. 

Question 5 — A provincial co-operative bank is badly needed for our province. 
It 'Would certainly stimulate the co-operative movement. 
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Part G . — Small industries allied to agriculture. 

Question 1. — ^With the exception of sericulture and sugar refining all the small 
subsidiary industries mentioned in the questionnaire are more or less prevalent in certain 
parts of this district. 

Question 2. — Their condition is very ordinary. If the producers adopt co-operative 
methods for the joint purchase of the raw material and joint sale of produce their condi- 
tion can greatly improve. But without an improvement in the general education of 
the people and change in their spirit it is difi&cult to make any great progress. The 
various industrial schools of the Government are doing a lot of good, but up to this 
time the training given in them is mostly theoretical. It is necessary that, in addi- 
tion to giving such training, students should receive instruction in actual marketing, 
etc., buying the raw produce and disposing of the finished product. If our unemployed 
educated young men take interest in the industries noted above and receive proper train- 
ing in various government institutions made for them, they can do a lot to improve 
the industries as well as make an honest living by them. 

Question 3. — In our district efficient farmers are never idle. They grow extra 
crops and this is the best and most profitable way in which they can spend their spare 

time. But the industries allied to agriculture can be taught to the other farmers who 

do not belong to the abovementioned class by means of demonstration and extensive 
propaganda work. Hand-spinning can also be very profitable to those who do not grow 
extra crops, and the women and grown children of the cultivators can do this 
work without much difficulty and secure additional income and save expenditure in the 
purchase of cloth. Co-operative societies can help in this matter as well as those men 
who have capital with them. If they see that their money can be safely employed 
in such works, they will be only too pleased to lend it for them. 

Part H, — Small urban industries. 

Question 1. — ^The cottage or art industries are financed through the indigenous 
moneylenders. 

The artisans generally purchase their supply of raw materials and implements on 

their own behalf from the local dealers, and if that is not possible or convenient they get 

them from the other places where they are available. In special cases big artisans 
get their supplies directly from Cawnpore or Calcutta. 

Their wares are disposed of locally or in melas and other markets. 

In the vast majority of cases the artisans themselves dispose of their produce 
without the intervention of middlemen or large dealers. 

Question 2. — ^There are no regular big karkhanas here. Sometimes when there 
is a great demand for some special thing the local artisans employ some of their 
poorer caste or professional fellows to help them in this work, but one artisan never 
employs more than three or four workmen. The only and chief helpers of artisans are 
the members of their families. 

As mentioned above there are no big karkhanas here and nothing is produced on 
a sufficiently large scale to need the middlemen, etc. 

Question 4. — ^We had a whip-makers society in this district which has been 
liquidated, and a country tanners’ society is still doing work but not quite satisfactorily. 
These societies have not been a success. The ingrained habit of professional jealousy and 
mutual mistrust never permitted the members to derive the full benefits of co-operation. 

Co-operative organisation is a very good remedy, but illiterate members of co- 
operative societies cannot make any definite improvement so long as their general educa- 
tion does not improve. Co-operative credit is certainly cheaper than that obtained 
‘through indigenous bankers, but artisans can derive greater benefit from joint pur- 
chase of raw materials at wholesale and cheap rates and joint sale of products in suit- 
able markets. But they do not trust one another and cannot therefore make any great 
progress. 

Question 6. — k co-operative industrial bank w^ould be more suitable for financing 
small industries than a joint-stock bank. 

It will be safer to advance money to societies only and they in turn should 
supply it to individual artisans of a particular class who join the societv. In this 
• way the money will be more secure on account of the principle of joint liability followed 
in co-operative societies. 
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Question 6, — Sales’ associations » d4p6ts or emporia will be of effective assistance 
in advertising and marketing art wares. They should be organised and managed by 
those who have practical experience of such work. The directly appointed government 
-official 'can never guide them properly. Co-operative societies will ffnance them very easily. 

Part J. — Internal remittance and negotiable instruments. 

Question 1. — Cheques, hundis and money-orders are generally used for internal 
txemittance. The money-order fee is too high. It should be lowered. 

Question 2. — In this district negotiable instruments are very rarely used. 

Question 6. — I would approve of the extension, cheapening and improvement of 
post office agency for handling internal remittances. 

Question 6. — Generally only two classes of hundis are current in this district ; 
*(i) the darshani hundi requiring payment on presentation, and (ii) the miidatti hundi 
which requires payment after a specified time. 

Question 7. — Money is borrowed on the security of railway receipts and invoices. 
“Suppose a grain dealer despatches one wagon load of wheat in his own name “Self” to 

*^Calcutta. For this he receives a railway receipt. This railway receipt he takes to the 

local arhatia's firm (commission agents), w^ho have also got a branch at Calcutta. 

Tile grain dealer gives the railway receipt to the arhatia and borrows up to 80 per cent, 
•on its security from him. The arhatia sends this railway receipt to his firm at 
Calcutta and they take the delivery of the grain and sell off the grain to the consignor's 
best advantage. When the grain has been sold off the local arhatia on the receipt of 
news from his Calcutta branch, settles the account with the grain dealer deducting 

4heir commission and interest for the money lent. 

II. — Indigenous hanking. 

A. — Organisation of indigenous banking. 

Question 1. — There are no big firms of indigenous bankers in this district which 
•■regularly receive deposits and lend that money in a well organised manner. There are 
(private moneylenders whose chief business is to lend money, dealing directly with the 
borrowers by lending them money, and they may be divided into three classes : 

(i) Big moneylenders who advance large sums of money for long terms to land- 
fiords, ranging from Es. 600 to Bs. 30,000, generally on the mortgage of immovable 
property like zamindari. Occasionally they deal with big tenants as well. In their 
case the rate of interest is from 9 to 12 per cent, and in special cases of very good 
security only 6 per cent. They do not try to realise money from the debtors if they 
have sufficient property but to purchase that property when the borrower i^ unable to 
pay up the loan. 

(ii) Smaller moneylenders who supply money to the majority of the agriculturists 
on the security of ornaments, utensils, standing crops and pro-notes and bonds. Some- 
times they take sub-leases for terms of 6 to 7 years from the occupancy tenant by way 
of mortgage and they sublet it in turn at a much higher rate of rent to needy agricul- 
turists who want to cultivate more land. They live in the city, big towns and large 
villages and charge interest at the rate of 18 J per cent, to 50 per cent, according to the 
credit and the need of the borrower. The loans which they advance may reach up to 
Es. 200 or Bs. 300. 

(iii) Village mahajans, who are to be found in most of the villages, lending small 
amounts to needy cultivators for short terms at exorbitant rates of interest and accepting 
all the, securities which may be available. In the hope of receiving large amounts of 
interest very frequently they lose their principal as well. 

All the abovementioned classes of moneylenders keep their accounts regularly in 
their bohi^ khatas and in case of default realise money by filing suits in the civil courts. 

Indigenous bankers generally combine other business with their own. Bankmg 
is their principal business. Those who live in small towns or big villages very fre- 
quently do some agriculture also. Besides that some of them deal in grain by purchasing 
grain from agriculturists in villages and sending it to big mandis or outstations by 
‘means of the railway. Some do cloth business also, purchasing cloth from the city or 
•centres like Cawnpore and getting it sold in the village itself or neighbouring village 
'markets. 
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Question 2. — The indigenous bankers are the chief suppliers of credit to all these* 

people. 

(i) They finance about 90 per cent, of the agriculturints, and it will be impossible- 
to do agriculture without their help. The methods have already been stated in answers 
to previous questions. 

(ii) They trade on their own behalf and lend money to small traders as well,, 
and about 60 per cent, of the traders borrow short-term loans from them. 

(lii) There are no industries in this district, but small artisans borrow money 
fiom them on pro-notes, bonds or by pledging their ornaments, utensils, etc. Without 
borrowing money from indigenous bankers the artisans cannot carry on their work. 

Question 8. — It is impossible to form any correct estimate of the resources of the- 
indigenous bankers. 

The resoiuces of indigenous moneylenders can only be increased by an increase 
in the wealth of the people in general. Just as in the Punjab the number of indigenous 
moneylenders has increased as the cultivators of the canal area have grown very rich, 
m the same way 'svhen the people of other places will grow rich then only can we hope- 
that the resources of the indiengous bankers will increase. 

Question 5. — Indigenous hankers keep hahi khatas, a cash bcn^k in which daily 
fransaclions are recorded and a ledger where the sorted entries are posted. 

B, — Raising of funds by indigenous bankers. 

Question 2. — The smaller indigenous bankers borrow money from the larger bankers 
in tunes of need. In this district they do not obtain any assistance fom the Imperial or the 
|cint-stock banks. 

Question 8. — ^^^ery few’ of the local indigenous bankers receive any deposits and it 
is very difficult to give any correct information about this matter. 

6’. — Advances by indigenous bankers. 

Question 2. — An improvement of the organisation of banking can be effected by 
increasing the number of the co-operative socueties and starting land mortgage banks.. 
But for some time to come strict Ciovernment control will have to be kept over their 
activities. 

Reduction in the present rates of interest is suie to benefit the agricultural commu- 
nity. and if proper control and supervision is maintained the village moneylenders will 
not be able to intercept the benefit. 

Question 8. — The clients of bankers have no particular facilities for inspf'cting their 
accounts with them. 


E, — Defects of indigenous banking. 

Question 1. — The indigenous bankers are generally disliked for charging high rates, 
of interest. But iheu* existence is extremely necessary and no agricultural work of rural 
or urban industries can be done without their help. In fact it is only these people who 
supply loans to the most indigent agriculturists and artisans, sometimes w’ithout any 
security whatsoever, simply relying on their luck to receive money from theni. 

The same can be said about all moneylenders because shrewd business men insist 
on getting all the accounts cleared up at the earliest possible opportunities and very 
lew people like to pay up the loans or interest, so most of the moneylenders are disliked. 

Question 2. — Indigenous bankers do not experience any legal or other difficulties- 
in carrying on their business. 

Question 3. — Indigenous bankers are sufficiently protected by law’ ; in fact the 
illiterate agriculturists need protection against them. 

F. — Co-ordination . 

Question 1. — There is very little or no co-ordination between indigenous bankers of* 
the same class. All deal separately on their own behalf. 

Sometimes under special circumstances the smaller indigenous banker may borrow* 
from the bigger one. 

In this district there is no relation between indigenous bankers and other banks. 
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G. — Consolidation of indigenous banks. 

Question 1. — At present it is very difficult to consolidate the indigenous banking 
-system. Formation of joint-stock banks by the help of indigenous bankers is probably the 
•only means of uniting them, and if joint-stock banks are opened in larger numbers they are 
vfiure to .benefit the people of their locality. 

Question 2. — Indigenous banks would secure, au increased clientele if they were 
recognised by Government. The conditions of such recognition should be that they 
ehould get their accounts properly audited, publish their balance sheets and invest a certain 
-amount of their funds in government paper by way of security. 

Question 3. — Indigenous bankers will be strongly opposed to meaMires designed 
tto regulate their operations and publication of their balance sheets. 

Question 4. — ^It is seldom that money lies idle with indigenous bankers except the 
Tiioney which they have hoarded. In the months of May and June they have some idle 
money. It is very difficult to give a correct estimate of the amount. Only a small 
percentage of them who deal in grain employ their money in that work. 

It is very difficult to induce the indigenous moneylenders to organise and make 
improvements so long as they do not study economics and modern banking systefns of 
•different countries. 

Question 6. — The indigenous bankii^ system is not comiected in any way with the 
principal money markets. It is very difficult to form such a connexion, but certainly 
it is desirable. If the hoarding of the indigenous bankers be employed usefully there 
can be nothing better than that. But as already stated above it is very difficult to induce 
the mahajans to do that, so long as their general education and knowledge of economics 
-does not improve. 

It will be very useful to have a branch of some reliable joint-stock bank in every 
•district of this province where there is no branch up to this time, like the Fatehpur district. 
The establishment of a local joint-stock bank with a local directorate in every district 
•where at present there is no joint-stock bank too is desirable, but in many places it will 
be impossible to obtain suitable local directors. 

If branches are not started the establishment of agencies is certainly very desirable. 

The amalgamation of the business of the local indigenous bankers into a joint- 
stock bank owned and controlled by those local indigenous bankers will surely happen 
when branches of influential banks are started and public opinion grows strong in their 
favour. 

The establishment of a bank on **comraandit” principles will be very desirable, 

’bu1 in tlie beginning it should proceed very cautiously until sufficient local experience is 

gained. 

There will be no danger that the new joint-stock bank will by competition swallow 
np the indigenous hankers for a long time to come. 

It should be made compulsory for the new joint-stock bank to have suitable loc-al 
directors or advisers if any are available. If there are respectable and competent 
local directors and proper audit is done the danger that the new joint-stock bank might 
not inspire confidence in the depositing public of the locality will not arise,. 

It should be made compulsory for the branch to invest a certain percentage of their 

capital locally. 

It is not necessary to have a big branch of this type in the beginning. They should 
•be started on a small scale. When people will see the advantages they will have a great 
inducement for combination. 

There will not be any danger of competition as a very wide field of activity is open 
for the banks and they are very badly needed in large numbers. 

The joint-stock bank will be able to attract enough business to make its establishment 
profitable. 

A Central Beserve Bank is not needed at present as it may complicate matters. 
But when these banks are firmly established and people understand the system 
working them, a Central Beserve Bank may be established. Indigenous banks should be 
linked directly with the Central Reserve Bank. 

in. — Investment habit and atteaotion of capital. 

A. — Encouragement of savings and investment habit. 

Question 1. — ^Private moneylenders are the chief existing banking resources in this 
district. As already stated the co-operative societies cannot meet the want of more than 
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5 per cent, of the cultivators of this district and Government lends money only on speoiah 
occasionf. The existing banking resources are not adequate. At least about Bs. 40' 
lakhs ar^ required for this purpose. 

Question 2. — Co-operative societies and the post office savings banks are the only 
existing institutions for encouraging the habits of saving and investment in our districL 

They provide full facilities to the public for the investment of their savings, but 
the lower rate of interest offered by the post office savings banks is a sort of hindrance 
to greater investments. 

The existing facilities require improvement or extension. 

Question 3. — Exceptionally well-to-do people are in the habit of investing in gold, 
or silver. But tlie poor crops for the last three years have made it very difficult for 
anybody to do that now, and the old custom of getting heavy gold and silver ornaments 
is dymg out gradually. 

Question 4. — ^l^ostal cash certificates are popular in my district. Their popularity 
will be encouraged by (i) revision of the rate of interest, and (ii) change of the existing 
terms of issue. 

Question 5. — Post office savings banks afford adequate facilities to the investing 
public to great extent, but their number is very small so they should be increased, and 
the rate of interest should also be slightly increased. 

Government servants and members of the legal profession generally, and a few 
well- to-do people occasionally, take advantage of the various facilities for investment offered^ 
by the post office. 

As already stated above, increaing the rate of interet and opening more branches 
would attract those classes that do not resort to this type of investment. 

Question 6. — There can be no question of competition between Government and the 
joint-stock banks as the latter are no match for it. It may be so in those palces where there' 
are joint-stock banks, but not at other places. 

Question 7. — Gold cash certificates will accelerate the savings and investment habit 
to some extent. 

Question 8. — It will be very unsafe and improper to delegate savings bank facili- 
ties to the municipalities and district boards as the majority of them cannot perform 
their existing duties efficiently or satisfactorily. 

QuesUon 9. — In this district government securities are purchased generally through 
the post offices. 

Post office cash certificates of smaller denominations, t.e., up to Bs. 6, should be 
offered for sale and properly advertized in local vernacular newspapers. They may be 
made available for purchase, at all the post offices of a district and government treasuries. 

Question 11. — ^Various classes of people in my district with money surplus to their 
normal xpndiutre purchase zamindari, or employ the money in trade or in moneylending 
as well, and occasionally they are ruined in this way. Pormerly people used to hoard 
the money, but very few do that now. 

Question 12. — Farmers use their surplus funds in a prosperous year in making orna- 
ments, purchasing utensils, purchasing better bullocks, making wells or tanks, and some- 
times hoarding. 

They lend to fellow agriculturists, generally at rates ranging from 25 to 60 per 
rent. ' z 

It is very difficult to give any correct information regarding the amount of capital” 
in the possession of the agricultural population. It is not distributed in any systematio 
manner and it is generally decreasing. 

Question 13. — 1 agree with the view that in India the banking and investment- 
habit is of very slow growth. This is due to the general illiteracy of the people and lack 
of co-operation in them. 

Improving the general education of the people, and increasing their earning 
capacity will lead people to invest their savings in productive undertakings. Propaganda*^ 
by Government will also do a lot of good. 

Eai Ig^HWAE Sahai Bahadur. 
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JB . — Cheque habit. 

Question 1. — ^The cheque habit is growing in India. 

Question 2. — The abolition of stamp duty on cheques has led to an increase in the 
use of xheques and the opening of more accounts. 

Question 8. — Only well-to-do educated people living at places where there are joint- 
stock banks use cheques. In big cities traders and merchants use cheques very frequently. 

Question 4. — To further promote the cheque habit it is desirable that government 
servants and bank employees should be paid by cheques, and there should be free receipt' 
of cheques in payment of government dues. 

Post offices should open cheque accounts, particularly at places where such facilities 
do not exist. The savings banka rules may be applied to cheques as well. 

Question 5. — ^It will be possible for the illiterate to use cheques by increasing their 
education. 


(For oral evidence, see pages 267-258.) 


Bai 3shwab Sahai Bahadub. 
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ORAL EVIDENCE. 


Lucknow, January 30, 1930. 


Present : 

Mr, E. a. H. Blunt, c.i.e., o.b,b,, m.l.c. ... 

Br. Badhakamal Mukerjee, M.A., ph.D. 

Bai Bahadur Babu Mohan Ijal, m.a., ll.b., m.l.c 

Mr. Mohan Lal Sah, m.a., ll.b. 

Bai Bahadur Pandit G. S. Upadhya, b.a. ... 

Dr. L. C. Jain, m.a., ll.b,, ph.D. ... 

(Witness : Bai Ishwar Sahai Bahadur, Chairman, Fatehpur Co-operative Bank,, 

Fatehpur.) 

The Chairman : What I would like to inquire about these proportions. 

Rai Bahadur Pandit G. S. Upadhya : The purposes are not stated in this one» 
but he says that he took this from the annual statements prepared for the societies. 
In the district there are 98 co-operative societies. 

Rai Bahadur Bahu Mohan Lai : What is your opinion about the right of transfer 
m the case of occupancy tenants? — Is it good or bad? — It is very injurious to the tenants. 

Mr. Sah ; Will such rights not enable them to obtain long-term credit?- They 
will be able to secure long-time credit on their present rights. In my opinion they should 
not be given any extended rights of transfer. 

In what way can they obtain long-term credit? — I do not think it will be in their 
interest to allow them to mortgage their property. Once they begin to borrow they are 
gone for ever. 

How can they obtain a loan for a year or two? — They have now got life-ten mcy. 

Suppose Bs. 1,000' are advanced to a tenant and he dies after paying Bs. 100 only, 
how will the balance be realized? — Even after his death the land will remain in the 
same family. 

Suppose the borrower does not repay the loan and the lender is not in a position 
to get the land sold, how will he get his money back? Nobody will be willing to advance 
money unless there is some security behind it. — (Witness) In my opinion the tenant 
should not be given money as loan more than what he can easily pay back, say, in five 
years. 

Rai Bahadur Pandit G. S. Upadhya : Suppose he requires more money for making 
improvements? — He should be given only as much money as it is within his means to 
pay back. 

If he does not possess the. right to transfer his land, he will not get any loan? — Ho 
has life-tenancy. He should not be lent more than what he can pay off within a few 
years. Otherwise, there will be no limit to his borrowing and he will never be able to 
repay it. 

Rai Bahadur Bahu Mohan Lai : Under the present law a tenant can sub-let his 
holding for a period of three years. What happens is this, that the mahajan lends 
money to the tenant and privately becomes a shikmi in the holding. Will it be to the 
good of the tenant if this right is taken away from the mahajan? — I think this should 
continue as it is. It is quite possible the crop may fail or the tenant may fall ill. In 
that case he will require money and there must be something on which he may be able 
to fall back upon in time of need. 

Dr. Radhalcamal Mukerjee : Suppose he continues sub-letting from one period of 
three years to another period of three years and it goes on like that? 

Eai Ishwar Sahai Bahadur. 
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The Chairman :No, he cannot do that. He has to stop after three years. 

Dr. Badhakamal Mukerjee : When credit is needed badly, these people get over 
legal difficulties m some way or other and sub-letting goes on from one period to another. 

The Chairman : No, it does not go on like that. 

Rat Bahadur Bobu Mohan Lai : At least he will have to hold it himself for one 
year after three years’ sub-letting. 

Bai Bahadur Pandit G. S. Upadhya : It seems that your opinion is that an absolute 
right of transfer should not be given, but if for a specific term, say, three years, it is 
made legal, then it will not be injurious to the tenants — In that case there is no harm. 

Mr. Sah : Do you think that a transfer should be allowed in favour of a land mort- 
gage bank or a co-oporative society? — No. Kven m their cases it slioiild not be for more 
than three years. 

Dr. Badhakamal Mukorjee : You know ihat one <>£ the chid' causes of indebtedness 
has been the smallness of the holdings. Many of the holdings are so small that they 
cannot produce enougli to support an average family. How would you protect a small 
holder, whose holding is absolutely inadequate to meet his needs? — He can meet liis needs 
only by good cultivation. You cannot help the smallness of holdings ; that will always 
continue to exist. Suppose a tenant possesses a sufficiently large holding ; he dies and 
leaves four sons. His holding will natiirally be divided among his four sons and each 
of them will then become an uneconomic holding. 

Is there any possibility of a change m the law of inheritance? — Yes. 

Do you think that there should be a change something on the lines of the law of 
inheritance in some countries in Europe, where the eldest or the youngest son is 
preferred? — think it will be very useful, because it will make people more enterprising. 
The eldest son will inherit the property, but the remaining sons will have to depend up- 
on themselves and find their way in the world. That ought to load to greater enterprise 
on their part. 

So you think it will be, very desirable? — ^Yes. 

Do you think it is possible' in the near future? — ^Yes, it is possible. 

Bai Bahadur Bahii Mohan Lai : In what way is it possible — (lovernmenl may 
enact such a law. 

Dr. Badhakamal Mukerjee : If wc pass such a law, do you think that the property 
ehould be made inalienable? Suppose we determine the size of economic holdings and 
prevent their sub-division by law, do you think it necessary to make (liem also non-trans- 
ferable to anybody?— Yes. 

Whoever the transferee may be, either a tenant or a moneylender — Yes. 

So you would make the economic holding at once non-transferable as well ae 
indivisible? Yes. 

I quite agree with you and I might tell you that this kind of law does exist in 
some small countries of Europe. It is not a distant possibility ?— No, it can be made 
possible at any time. 

The Chairman : Can there be such a law tc-morrow or the day after? (No re- 

ply). 

(The Chairman thanked the witness, who withdrew.) 


Bai Ishwab Sahai Bahadub. 
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Thakur RAGHUBIR SINGH, Honorary Magistrate and Assistant Col- 
lector, Member, District Board and Director, District Bank, Aligarh. 


Replies to the questionnaire. 


I. — Agrtcultural cderit and credit facilities. 

Part A. -Agrwultnral borrowing for purposes of production. 

Question 1. — Agriculturists borrow from village moneylenders, Government and 
co-operative societies, where they exist. 

The purposes for which they borrow are — 

(1) Agricultural implements, (2) purchase of plough or other cattle, (3) repay- 
ment of earlier debts, (1) payment of land revenue or rent, (5) sinking of 
wells, (6) payment of accumulated interest, and (7) subsistence. 

The debt is divided proportionately between village moneylenders, Govcrninent 
and co-operative societies in the order named. 

Eighty per cent, of the debt is incurred in cash and 20 per cent, in grain. 

Sixty per cent, is incurred for long and 40 per cent, for short periods. 

Question 2. — The rates of interest are — (1) for cash advances Rs. 2 per cent., and 
(ii) for loans in kind a quarter or a half more than the amount advanced. 

The rate is calculated at simple or compound interest. 

The rates of interest are exorbitant. 

An incidental charge is the broker’s charge of 2 per cent 

Question 3. — Land mortgage, house property, ornaments and, lastly, standing crops 
are the kind of security usually given. 

It is correct to say that the better the title to land the greater the amount of 
indebtedness. 

The amount of debt secured on land mortgage is increasing. 

Question 4. — Payment of debt from agriculturists is enforced by suit or instalmcnig 
by agreement. 

In regard to loans in kind, the cultivator borrows with a promise to pay a quarter 
more than what he borrows ; if he fails to pay on time, he pays a half more. 

Question 5. — The cultivator takes full advantage of the facilities provided by the 
Agriculturists Loans Act and the Land Improvement Act. 

He borrows more in abnormal than in ordinary years. 

The defect in the present taqavi system is that the patwari, and sometimes even 
qanungos, share the taqavi. 

Sub-divisional of&cers should distribute taqavi direct to tenants, and they should 
inquire the extent of their needs from villagers. 

Question 6. — There are instances wher® cultivators combine to produce particular 
crops. Such combination is possible and desirable. 

Question 7. — There are defects in the present system of agricultural borrowing, 
Credit is generally shown to be big while it is small; as a matter of fact exact credit 
should be ascertained by officers rather than by petty officials. 

Part B. — Agricultural borrowing for purposes of marketing. 

Question 3. — In the case of marketing his crop the cultivator usually pays 3 
pies a rupee; (i) he pays to the local moneylender, Re. 1 per cent., (ii) to the commission 
agent, annas 12 per cent., (iii) to the brokers, annas 5 per cent., and (iv) to the 
wholesale grain merchant, one anna 3 pies per cent. 

These charges vary with different crops. 

Incidental charges are municipal charges and charities. 

Thakttr Raghttbir Singh. 
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Part C. — Extent and nature of agricultural indehtednas . 

Question 1. — The existing indebtedness of the agricultural classes is 80 per cent^ 

Only small sums are advanced on unregistered deeds. 

Of the total debt, 20 per cent, is advanced on ornaments, 40 per cent, to 50 

per cent, on crops and the rest on other securities. Houses have not much value in 

villages. 

Question 2. — The principal creditors of the agriculturists are — Government, indi- 

genous bankers, co-operative societies and professional moneylenders, respectively. 

The richer agriculturist lends to the poorer up to Ks. 200 or Ks. 300 at the most. 

Question 4. — The estimate of the indebtedness of the land-owning classes is 75 
per cent. 

Question 6 . — The special causes for this indebtedness are— (i) want of good 
crops, 20 per cent., (ii) difficulties m realization, 10 per cent., (hi) bad management, CO 
per cent, (iv) Council votes and canvassing, 10 per cent., and (v) women and wme 

30 per cent. 


Thar oil PiiaEUBiE Singh. 
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The MANAGER, CO-OPERATIYE BANK, Banda. 


Replies to the questionnaire* 


I. — Agricultural cIiedit and credit facilities. 

Part A. — Agricultural borrowing for purposes of production. 

Question 1. — The agricult, iirist borrows troin (1) Government, (2) co-operative 
societies, and (3) village moneylenders. 

He borrows for — 

(i) Repa^ent of earlier debts, 2 annas in the rupee. 

(ii) Marriage and other social functions, 1 anna in the rupee. 

(iii) Payment of land revenue and rent, 2 annas 6 pies in the rupee. 

(iv) Seed, 1 anna 6 pies in the rupee. 

(v) Expenses of cultivation, 1 anna in the rupee. 

(vi) Purchase of plough or other cattle, 6 annas in the rupee. 

(vii) Subsistence, 3 annas in the rupee. 

The proportion of debt is divided as follows : — 

To Government, 5 per cent. 

To co-operative societies, 70 per cent. 

To village moneylenders, 25 per cent. 

Of the total debt 80 per cent, is incurred in cash and 20 per cent, in grain. 

Cash is advanced for long periods, over six months, while grain is advanced for 
short periods. 

Question 2. — ^Eor loans in cash the rates of interest are 2 per cent, per month, 
i,e.t 24 per cent., in the case of village moneylenders, and 15 per cent., in the case 
of co-operative societies. 

For loans in kind for seed, sawai is charged, i.e., 25 per cent. 

' Village moneylenders calculate interest six monthly. Co-operative societies cal- 
culate it at the time of payment in rabi and kharif. 

The rate of interest charged by village moneylenders is exorbitant. 

Question 3. — Co-operative societies advance money on personal securities. Vil- 
lage moneylenders generally advance it on land mortgage and on the pledge of orn.a- 
ments. 

It is correct to say that the better the title to land the greater the amount of 
indebtedness. 

The comparative extent of indebtedness is 60 per cent, landlords and 40 per 
cent, tenants. 

The amount of debt on land mortgage, is increasing. 

Question 4. — Co-operative societies regularly get payments in both the fasaU in 
-due course. Only the defaulters have to pay through revenue or civil courts. 

When the cultivator borrows grain in the village and repays it there the village 
rate is used. They ascertain the rates from the nearest market when they carry their 
produce there. 

Question 5. — The cultivator does not always borrow taqavi as he gets loans 
■easily from his co-operative society. 

I do not find any defects in the present taqavi system. 

Question 6. — I know of no instances where cultivators hav^ combined together 
to produce particular crops, but such combination is desirable. 

Part B. — Agricultural borrowing for purposes of marketing. 

Question 1. — The tenants themselves bring the produce to the nearest market 
on their carts. 

Manager, Co-Oper.^tive Bank, Banda. 
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Question 2.— Money is obtained to finance the marketing of crops from gralrt 
merchants and exporting firms. Nine per cent, is the usual rate. 

There are co-operative societies in my district, but there are few members who 
assist in the marketing of crops. I think it is not undesirable. 

Question 3. — ^The cultivator ordinarily pays in the case of marketing his crop 
(a) to the hania, weighing charges 8 annas to Be. 1 on goods worth Rs. 100, 

(h) to the arhatiat weighing charges and hat Re. 1-4-0 on Rs. 100. 

The commission agent pays the dalah 

These charges do not vary with different crops. 

Question 4. — The cultivator stores his grain in khattis or tnandas. It is suitable 
to them. 

In markets grain is stored mostly in underground khattis. 

Part C.— -Extent and nature of agricultural indebtedness. 

Question 1. — An estimate of the existing indebledncss of tlie agricultural classes 
is 70 per cent, in the case of members of the co-operative societies. 

Question 2. — The principal creditors of the agriculturists are co-operative so- 
cieties and the village moneylenders. 

The richer agriculturist lends to the poorer about 5 por cent, of the whole debt. 

Question 5. — The special causes for the indebtedness of the landowning classes 
are that mostly the landlords cultivate land on a small scale and depend much on rent, 
etc. ; they have no estimate and accounts of their earnings and spend more than their 
income. Litigaion is always their ruin. 

Question 6* — The land-owning classes pay no special rates of interest in respc'' 
of their borrowingh. 

Part D, — Credit facilities ni resped of agnculinrul produchon and 7H(iihetinq. 

Question 1. — Co-operative societies provide ready loans for every need to the 
cultivators. 

The existing credit facilities are adequate. 

There are no defects in the existing system of agiK'iiltnral credit. 

Question 2 — So far as the eo-operativo movement is concerned it plays no oait irr 
respect of the marketing of crops. 

Part F. — ('O-operation. 

Question 1.— Co-operative banks can deposit their balances in the Imperial Bank 
of India and joint-stock banks or contract a cash credit with them in order to facilitate 
their finances. 

Question 2. ^Co-operative societies liave difficulties in this district in rais- 
ing either short or long-term capital. 

Question 3. The amount of capital available for financing the eo-operativc move- 
ment in my district is sufficient. 

Question 1.— It is possible to stimulate llm growth of tlie co-onerativc movein.mt 
by financial concessions, and this is desirable. 

Question 5.— The establishment of the provincial co-opeiative bank would stimu' 
late the co-operative movenieiit in the jirovinee. 


Manaobr, Co-Operative Bank, Banda. 
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The MANAGER, CO-OPERATIYE BANK, Mahoba* 


Replies to the questionnaire. 


I. — ^Aobioultueal credit and credit facilities. 

Part A. — Agricultural borrowing for purposes of production. 

Question 1. — The agriculturist here borrows from village moneylenders, co-operative 
socieites, Government and Punjabis called Aghas. 

He borrows for all the purposes mentioned in the questionnaire with the exception 
of manure, agricultural implements and building of tanks, for which he does not care 
much and hence takes no loans. The proportion of the debt due to the various pur- 
poses mentioned in the questionnaire for which he borrows is as follows : — 


Per cent. 

(i) Repayment of earlier debts ... ... ... ... 5 

(ii) Payment of accumulated interest ... ... ... 6 

(iii) Marriage and other social functions ... ... ... 10 

(iv) Kainine and other kinds of distress ... ... ... 6 

(v) Payment of land revenue or rent ... ... ... 6 

(vi) Seed ... ... ... ... ... ... 6 

(vii) Expenses of cultivation ... ... ... ... 5 

(viii) Litigation ... ... ... ... ... 5 

(ix) Purchase of plough or other cattle ... ... ... 10 

(x) Sinking of wells ^ ... ... ... ... 1 

(xi) Other agricultural improvements ... ... ' ... 4 

(xii) Subsistence ... ... ... ... ... 10 

Total ... 70 


The proportion of debt is divided as follows : — 

(1) Village moneylenders — 35 per cent. 

(2) Co-operative societies — 20 ,, 

(3) Government — 10 ,, 

(4) Punjabis or Aghas — 5 ,, 

Of the debt 47 per cent, is incurred in cash and 23 per cent, in kind. 

Thirty-five per cent, of the debt is incurred for long periods and 35 per cent, for 
short periods. 

Question 2. — TJie rates of interest are — 

(i) For cash advances, 75 per cent., 37J per cent., 24 per cent., Rs. 18-12 per cent., 

16 per cent., 12 per cent., 9 per cent., ‘6 per cent., per annum, and Rs. If? 

are realized for Rs. 9, 10 or Rs. 11 given on monthly instalments cail«‘d 
r. uhti. 

(ii) for loans in kind for seed, siwai, in six months or at the next harvest, 

that is, principal plus one quarter more is realized at the next harvest. 

(iii) For other loans in kind, 24 per cent, per annum. 

The interest is calculated yearly, half-yearly and quarterly, sometimes at the 
next harvest. Sometimes compound interest is charged. The village moneylender usually 
settles his account at the harvest in six months, or sometimes in a year, and calculates 
compoimd interest by changing the deed, stamp, etc. The co-operative societies charge 
12 per cent, and 15 per cent, simple interest on the principal only at every six months 
or fasl. 

The rates from 76 per cent, to Rs. 18-12 per cent, are exorbitant. 

The mahajans deduct hattachota or discount and sometimes even writing charges 
at the time of grant of loans and at the time of advance of seed : he (the. mahajan) gives 
a seer or so leas than the market rate and .takes the borrower’s harvest at a price much 
below the fair normal market price. 

Manager, Oo-opf.eative Bank, Mahoba, 
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Question 3. — Land mortgage, house property, cattle, and ornaments are the securities 
OBually given and accepted. 

It is correct to say that the better the title to land the greater the amount of in- 
debtedness. , 

The comparative extent of indebtedness is — 

Landlords — 60 per cent. 

Occupancy tenants — 25 per cent. 

Non-occupancy tenants, etc. — 15 per cent. 

The amount of debt secured on land mortgage is increasing — 50 per cent. 

Question 4. — The usual method of enforcing payment of debt from agriculturists is 
by decrees through courts and village panchayats. Co-operative societies obtain awards 
and execute them through civil or revenue courts. 

There is no method of ascertaining what the prevailing rate in the market is 
except by going to the nearest market. 

Question 5. — The cultivator does not take full advantage of the facilities afforded 
by the Agriculturists Loans Act and the Land Improvement Act because he does not 
know the rules, etc., and finds it troublesome to obtain taqavi. 

The defect in the present taqavi system is that in case of inability to repay the loan 
the borrower is hard pressed for repayment. This should be remedied. The rules should 
be published in vernacular and freely circulated among the agriculturists. 

Question 6. — The cultivators combine together to prodiice sugarcane. It is better 
if they also combine to produce potatoes, vegetables and fruits. 

Question 7. — The defects in the present system of agricultural borrowing are that 
the rates of interest are very high, because the agriculturists are poor and unorganised. 
They do not combine together to make joint efforts to procure loans on cheaper rates iis 
in their individual capacity they have no substantial security for loans. Famines generally 
destroy their crops and make them poorer. 

The Government should fix the rate of interest at 12 per cent, or 9 per cent, per 
annum, and no mahajan or moneylender may be allowed to receive more than 5 per cent, 
of the principal on account of the total interest, and no interest should be given by the 
courts at the time of decrees on loans other than for productive purposes. Large loans on 
long terms may be given by the Government. Old loans should be enquired into at 
once by the Government by notification and dealt with by suitable measures for liquidation. 
Concealed debts may be declared time-barred or invalid. 

Part B. — Agricultural borrowing for purposes of marketing. 

Question 1. — The principal crops are brought to the market by the middlemen, petty 
tradesmen, and seldom by the producer himself. 

Question 2. — ^Money is obtained from grain merchants, exporting firms, and money- 
lenders or mahajans to finance the marketing of crops. 

The co-operative bank or society does not assist in any way in the marketing of 
crops either by lending money or otherwise. It should assist by money and other kinds 
of help. 

Part. F. — Co-operation. 

Question 1. — There is no other bank here except the co-operative bank. 

Question 2. — Sometimes the co-operative societies are not able to enjoy the assistance 
of the commercial middle classes who can conduct any bank safely and can easily secure 
financial support from their class in time of panic or famine when the co-operative societies 
are unable to raise local funds either for a short or long term. Therefore the societies 
have only occasional difficulties in raising either short or long-term capital. 

Question 3. — The capital available is not sufficient for financing the co-operative move- 
ment in our district. The local capital is nominal. Two lakhs more will be required to 
finance adequately the present co-operative movement in the district. It will proportionally 
increase as the movement expands. It can be raised from the zamindars and mahajans 
of the district by the influence of the district authorities and the balance, if any, may be 
found by the provincial co-operative bank when formed. 

Question 4. — ^Financial concessions are necessary and desirable to stimulate the 
^-operative movement. Moreover, the Government should include the co-operative banks 
in the list of public bodies and the Insolvency Act should not be applicable for the dues 

Manager, Co-operative Bank, Mahoba, 
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of the co-operative societies. The properties of the defaulters of co-operative, societies may 
be allowed to be attached in advance as is the case in ordinary decrees when the creditor 
is allowed attachment before getting .the decree. 

Question 5. — The establishment of the provincial co-operative bank in this province 
will greatly stimulate the co-operative movement. It will easily co-ordinate and control 
the finances of district and central banks by equalizing the supply of funds and thereby 
-cause the banks to flourish. It will have connexion with other provincial banks, jomt- 
stock banks, etc., and can secure capital at cheap rates and favourable terms. It may 
also spread higher co-operative education, accountancy or improved and higher business 
^methods. 


"^ANAGim, Co-oPERATivr Banf, Mahopa. 
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Babu SHYAM SUNDER LAL, Vice-Chairman, and Babu JAGo 
DESHWAR PRASAD, Director, District Co-operative Bank» 
Mainpuri. 


Replies to the questionnaire. 


I. — ^Agricultural credit and credit facilities. 


Part A. — Agricultural borrowing for purposes of production. 


Question 1, — The agriculturist in our area or district borrows mostly from village 
moneylenders and from co-operative societies, wherever they exist, as a member of the' 
society. He also borrows from Government but very infrequently, during drought and 
famine. 

He borrows for all the purposes mentioned below and also for repairing and 
building of residential houses. 

So far as co-operative societies in our district are concerned the proportion of debt 
worked out is as follows : — 


(1) Repayment of earlier debts 

(2) Payment of accumulated interest 

(3) Marriage and other social functions 

(4) Pamine and other kinds of distress 

(5) Payment of land revenue or rent 

(6) Seed 

(7) Manure 

(8) Expenses of cultivation 

(9) Agricultural implements 

(10) Litigation 

(11) Purcliase of plough or other cattle 

(12) ftmkmg of wells 

(13) Building of tanks (house) 

(14) Other agricultural improvements 
(16) Subsistence 

Such debts are mostly incurred for the whole year and 
period even. Short-period loans, i.c., only for one harvest, are 
form of grain. 


Bs. 

Per cent. 
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3*16 
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17,943 

29-71 

15,444 
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“io 

o ‘-’62 

15,522 

25-70 
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1-83 

1,124 

1-86 

3*348 

5-54 


sometimes for a longer 
generally taken in the 


Question 2. — The rates of interest generally charged are as follows : — 

(i) For cash advances, 2 per cent, per mensem. Sometimes more or less is also 

charged. 

(ii) For loans in kind for seed, 60 per cent, for the harvest. 

(iii) For other loans in kind, 25 per cent, for the harvest. 

The method of calculating the rate of interest is compound, yearly or six-monthly. 

The rates are really exorbitant. 

It has come to our knowledge that sometimes a lesser amount is actually borrowed 
but a greater amount is put down as loan in the deed. 

Question 3. — In the case of zamindars borrowing for agricultural purposes land mort- 
gage and house property are the securities generally resorted to. A tenant as such 
has nothing to mortgage; his house and agricultural implements do not form the subject^ 
of hypothecation under the law. Ornaments have sometimes pawned as security by both, 
but this practice has now almost died out. 

It is correct to say that the better the title to land th-e greater the amount of in- 
debtedness, because the better the .title the greater the willingness to advance on the part 
of the creditors. 

The debt secured on land mortgages is increasing; as the tenantry forms the major 
part of the population, the unsecured debts must exceed the other kind. 

Babus Rhyui Runder Lat, and Tagdeshwar Prasad. 
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Question 4. — ^As soon as the harvest is ready, moneylenders prevail on the debtor 
to part with his harvest to pay up the debts. If the- moneylender apprehends non-payment, 
he obtains a decree before the harvest is ready and gets his decree executed by attaching 
and having it auctioned. 

There is generally no difference between the rate at which the cultivator borrows 
grain or repays it and the prevailing rate for tliat grain in the village at the time 
of borrowing or repaying respectively, but he does not always obtain tho 
market rate sometimes owing to his ignorance and sometimes owing to the fact that ho 
has to incur conveyance charges to take it to the markets lying far away from his 
village. There are really no means available to a cultivator by which ho can easily 
ascertain the prevailing rates in the market from lime to time. 

Question 5. — The cultivator does not take full advantages of the facilities provided' 
by the Agriculturists Loans Act and the Land Improvement Act. He does not freely 
borrow taqavi for the purposes mentioned. 

The reasons are : — 

(i) Ignorance. 

(ii) Illiteracy. 

(iii) Following old ways and customs. 

(iv) Poverty. 

(v) The money is not advanced according to requirements, j.e., he is not given 

sufficient money to meet the demand. 

(vi) The most important one is tho demand made by pafumris for themselves and 

as tools in the hands of their immediate officers, and also by chaprasis. 

There are a good many defects in the. present taqavi system. Wc suggest that a 
separate department be established, persons in charge of such department being recruited 
from amongst the officials and non-officials in suitable proportions. The money required 
may be. advanced according to their needs after due inquiry, and a special eye may be kept 
on its utilization. 

Question 6. — Cultivators do not combine to produce particular crops ; but such com- 
bination is desirable, nlthougb at present it seems impracticable. 

Part B. — Agricultural borrowing for purposes of marketing. 

Question 3. — Nothing is paid to the bania, the arhafia, the dalal or the heopari. 

Incidental charges are as follows ; — 

(1) Sweeper — one-fourth of a seer per cart, or one chattack per other conveyance; 

(2) Chaudlin — Ditto. 

(3) Bhisti — ^Half the above. 

(4) Thakurji — Ditto. 

Question 4. — The cultivators in my district very seldom have the chance of storing 
gram, but whenever they do, they do so in earthen baked big jars or like vessels especially 
constructed of mud. 

In markets, gram is stored in bora bandi. Considering ibe poverty of the locnl' 
traders no 'effective improvements are possible. 

Part C. — Extent and nature of agricultural indebtedness^ 

Question 2. — O'enerally, the agriculturists borrow from mnhajans. The richer 
agriculturist very seldom lends to the poorer, and to a very small extent 

Question 5. — ^The following seem to be some of the special causes for the indebtedness 
of tho laud-owning classes : — 

(i) Expensive litigation. 

(ii) H’gh rates of interest. 

(iii) Expensive social custom-. 

(iv) Often incurring large expenditure to obtain nr maintain the goodwill of the 

officers (high or low), and tryng thereby to obtain government titles and 

honorary offices, sncli as lioiiorary niun^ifships and magisterial power. 

(v) Adopting modern cosily w^ays of purchasing fashionable commodities. 

(vi) Mostly idling away their time without any enterprsing spirit or additional 

occupation or profitable engagement. 

(vii) To some extent immoral habii*-. 

B\bus Shyam Sunder Lal and Jagdesitwar Prasad. 
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Part E. — Land mortgage hanks. 

Question 2. — ^Long-period advances are available on the security of landed property. 

The special difficulty of long-period borrowers is the absence of creditors who 
’Would be prepared to give loans for long-periods. 

Queiiion 3. — Certainly non-trsnaterability acls as an impediment to long-term 
credit and increases the rate of interest. 

Question 4. — ^We cannot suggest any modification of the law without the risk of the 
permanent loss of holdings to cultivators. 

Question 6. — ^There should be only one land mortgage bank for farmers, small land- 
owners and big land-owners. 

There should be Government guarantee in lieu of the land mortgage banks* own 
share capital. This guarantee should be fixed in view of the needs to be ascertained. 

As we have suggested a Governmeni guarantee in lieu of banks’ share capital, 
the whole concern should be managed by the Government itself by its own machinery. 
If it IS still open to provide share capital by calling the public to subscribe, any deficit 
in the share capital should be made good by the Government,- but the management should 
be by the public like joint-stock companies in which Government should have an effective 
voice. 

The maximum period of loans advanced by a land mortgage bank should be 40 

years. 

Land mortgage banks should obtain working capital from (i) deposits, (ii) debentures, 
and (iii) a central institution. 

Debentures should carry a Government guarantee for both principal and interest. 
If debentures are not taken up by the public within a certain time, Government should 
take up the balance. Debentures should rank as trustee securities. 

To safeguard Government against loss a margin should be left in calculating the 
I ate of interest to be charged for long-term loans so as to suffice for meeting such loss 

The following changes of the existing law in favour of land mortgage banks are 
•suggested : — 

fi) Abolition of stamp duty, registration charges and court-fees. 

(ii) Issue of certificates of encumbrances by the registration office free of charge. 

Nothing more is desirable under this head. 

(iii) Present law for foreclosure and sale is, we think, simple enough. 

(iv) Power to manage defaulting estates should he given to banks if they like. — 

otherwise i.he powers may be given to collectors or courts of ward. 

If provincial land mortgage banka can be co-ordinated under an all-India central 
institution it would be all right. That institution should he formed on the basis of repre- 
sentative vested interests of provinces. 

Part F. — Co-operation. 

Question I. — In some parts of the province some of the district banks deal with 
the Imperial Bank, as well as with the joint-stock banks. These banks are generally 
used as the safe custodian of the district co-operative bank’s money. Some of the 
'banks do take loans from them as well, but such instances are very few. 

Question 2. — ^In our district we have not yet felt any special difficulty in raising 
^either short or long-term capital. In fact we have to raise very little short-term capital. 

Question 3. — In the district of Mainpmi sufficient capital is available for financing 
the co-operative movement. 

Question 4. — ^It is possible to stimulate the growth of the co-operative movement 
financial concessions, and in our opinion such action is desirable. 

Question 5. — The establishment of the provincial co-ofieral ivc bank will certainly 
stimulate the co-operative movement in this province. 


BasUS ShYAM SuNDEB LAL and JAGDf-.SHWAB PrASAD. 
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Mr. A. K. BANERJI, Vakil and Director, District Co-operative Bank. 

Ltd., Mirzapur. 


Replies to the questionnaire. 


I. — Agricultural credit and credit facilities. 

Part A. — Agricultural borrowing for purposes of production. 

Question 1. — The agriculturists in my district (Mirzapur) borrow in 98 per cent, 
cases from the village moneylenders and in only about 2 per cent, cases from the co- 
operative societies. They seldom borrow from the Government, except probably by way 
of taqavi. 

The agriculturist borrows money for : — 

(i) Repayment of earlier debts., 10 per cent. 

(ii) Marriage and other social functions, 20 per cent. 

(iii) Payment of land revenue or rent, 15 per cent. 

(iv) Litigation, 30 per cent. 

(v) Purchase of bullocks 15 per cent. 

(vi) Subsistence or maintenance, 10 per cent. 

They never borrow anything for manure and other items detailed in the questiom 
but not mentioned above. 

Eighty per cent, of the debt is incurred in cash and 20 per cent, in kind. 

About 60 per cent, to 80 per cent, is taken for long-terms and 20 per cent, tO‘ 
40 per cent, for short-terms. Only loans obtained in kind are short-term. 

Question 2. — Interest in Mirzapur district is charged at the following rates : — 

(i) Por cash advances, 18 per cent, per annum to 37J per cent, per annum; but the 
usual rate for sums exceeding Es. 100 is 24 per cent, per annum and for smaller sums, 
i.e., less than Es. 100, the rate is 2 pies per rupee per mensem. The agriculturist 
generally takes small sums less than Es. 100 from a large number of persons and hence 
has to pay at Es. 3-2-0 per cent, per mensem. The above rates are not charged by the 
co-operative society. 

(lij For loans in kind for seed, the rate is 25 per cent, to 60 per cent., but 
generally for all grain except wheat and linseed it is 25 per cent. ; in the case of these twa 
it is 50 per cent. 

(lii) The same rates apply to other loans in kind. ^ 

Simple interest is charged in cases of money taken on pronotes and bonds but on 
mortgages the interest becomes compoundable with quarterly to annual rests. Compound' 
interest is charged very rarely. 

The rates of interest commonly charged are unconscionably high. In my opinion 
there should be legislation penalising rates of interest exceeding 12 per cent, per 
annum. The usual rate of interest should be 6 per cent, per annum and only in- 
eweptional cases 12 per cent, per annum interest should be declared valid and enforce- 
able. The present Usurious Loans Act has totally failed to combat the evil. The 
proposed legislation should be retrospective in effect. 

A few big mahajans (money lenders) who lend money to agriculturists charge 5 
per cent, to 30 per cent, of the amount advanced as gaddikharch. They deduct this amount 
from the sum advanced. Sometimes the borrowers have to pay brokerage ranging from 
2 per cent, to 3 per cent, and at other times they have to pay something to the money- 
lender’s munihs or gumasthas as the case may be. This practice is nearly unknown in 
villages. 

Question 3. — ^The most common and usual kind of security is land mortgage. Then 
comes house property and then ornaments. 

It is absolutely wrong and baseless to say that the landlord is relatively more 
indebted than the occupancy tenant and the occupancy tenant than the sub-tenant. The 
state of affairs is just the reverse. The above may be a fact in the case of petty, individual, 
idle mmindars. 

Mr a. K. Baneeji. 



( 270 ) 


The comparative extent of the indebtedness of the various classes is — sub-tenants, 
Wer 50 per cent. ; non-occupancy (statutory) tenants, 50 per cent. ; occupancy tenants, 30 per 
cent : fixed rate tenants, 15 per cent, and zamindars in permanently settled districts, 5 
per cent. In villages the landlords are indebted to the extent of 15 per cent. 

The proportion of debt secured on land mortgage is increasing. The proportion 
of s(‘cured debt is 40 per cent, and unsecured debt 60 per cent. 

Question 4. — The methods of enforcing repayment of debt are attachment and sale 
ol imnurvables, crops and then movables and bullocks, and arrest. The above is the method 
followed when the matter is brought before the court. G-enerally, the debts are realised 
in the village at harvest time through sheer brute force, and sometimes, by repaying 
through manual labour. 

There is a difference in the rates at which cultivators borrow and repay and the 
prevailing market rate. At present there is no method for knowing the market-rate. If 
the village is near a town or market, they come to the town or market and there get the 
desired information. When the village is far off from the town there is no means by 
which tliey can ascertain the prevailing rate of gram. 

Question 5. — The agriculturist does not borrow taqavi freely for, being illiterate, 
he is unable to avail of tlie opportunities provided by the two Acts. 

The chief reason is his ignorance. About 90 per cent, of the agriculturists do not 
know that they can get taqavi for these beneficial improvements. The Government also 
does not freely advance taqavi. 

Taqavi "is taken in abnormal years about twenty to twenty -five times as much 
as in ordinary years. 

The defects in the taqavi system are many. They are — 

(i) The junior staff of distributing authorities harass the agriculturists by making 
them run from their respective villages for a number of times — in short they have to 
come more tlian ten times before they receive the money. 

(ii) The junior staff including the patwari and kanungo deduct about 10 per cent, 
of the amount paid to the agriculturists witli a minimum of Es. 2 or thereabouts. The 
amount so withheld is the share of the junior staff of taqavi distributors, patwaris and 
kanungoes. If the agriculturist does not agree 1o pay the above set of men according 
to the scale fixed by the abovo staff, he does not get any loan, so much trouble is under- 
gone at the time of advancement of loan. The troubV does not end there. At the time 
of realization the agricnllurisfc has to pay about 1 per cent, nazarana to the receiving 
authorities 'with a minimum of Bs. 2. 

(iii) If the agriculturist does not pay on the due date, the realising staff reap 
a very good harvest. The peon gets his share who goes to serve the notice and then 
the amin is also fortunate enough to get something. In this way th# agriculturist has 
to pay about twid as much as he gets from the Government as taqavi. The amins at 
ihe time of realization coerce the tenants and trouble them in every possible way. 

The improvements I suggest are : — 

(a) The task of distribution should not be left in the hands of junior staff. The 
sub- divisional officers should be entrusted with' this work and if this is not possible, at 
least a tahsildar should personally see the distribution of the money. He should not merely 
be a supervising authority. 

(h) Education of agriculturists in this direction so that they may not part wiih 
any portion of their money to the paying officer. 

(c) The function of realisation should be conducted on the same lines as is done 
by the co-operative bank officers, though the bank system was not free from evils about 
two years ago. The only consolation in adoption of the latter method in preference to the 
former then was that the latter method was the lesser of the two evils. Now of course 
cases of bribery, if any, are confined to the secretaries of the societies. 

(d) Such cases of bribery should be made cognisable by the Government and 
informants or complainants, in case such an offence against an officer is not proved, 
should be burdened with compensations under section 260, Criminal Procedure Co^e, as 

freely practised now by the trial courts and investigating courts. The law should be 
amended in this respect. ' 

Question 7.— In regard to the defects in the present system of agricultural borrow- 
ing, I have already described above those in the taqavi system. 

In regard to loans from village moneylenders, the chief defect is that the lenders 
charge an exorbitant rate of interest. In fact these moneylenders snek the vital sap 
Mb. a K. Baistbrji. 
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'Of the tenantry. Whenever a tenant happens to get into the clutches of these money- 
lenders it is well-nigh impossible for him to get out of them. In the course of a few 
years these moneylenders not only rob him of all his immoveablp properties but also 
rob him of everything he is possessed of. In fact he is left when he begins to starve. 
In respect of loans from co-operative societies money is not always advanced at the real 
time of need because the loan application has to get through a lot of red-tape. 

The remedies are — (a) The Government should freely grant taqavi. (i>) More 
co-operative societies should be opened — in fact there should be one for every two or three 
villages. 


Part B. — Agricultural borrowing for purposes of marketing. 

Question 1. — The principal crops of Mirzapur are brought to the market direct by 
'the producers in very small quantities. Even when they are brought to market, the 
producers generally sell their produce to the consumers through the class of persons called 
*'arhatia." Geneially — in 90 per cent, cases — the village bania or his servants and agents 
go about from village to village purchasing the produce. They even go a step forward. 
They make advances after settling the rate of the would-be grain long before they are 
ready for the market. These hantas in their turn bring the crops to commission agents — 
arhatias — where they are sold to retail merchants and consumers. 

The methods of marketing do vary but not aceording as the crop is one mainly 
used for domestic consumption or one mainly sold in the market. The fresh things, 
e.g. gur, etc., are brought by the producers to the market from neighbouring villages and 
there the crops are sold to the consumers through the agency of arhatias. But in the case 
of other crops, viz., wheat, barley, etc., the method described in the first paragraph is 
generally followed. 

Question 2. — Generally, as indicated above, the crops are seldom brought direct to 
the market. The grain merchants or their agents or agents of exporting firms advance 
money to cultivators after settling the rates of the crops before the harvest time. The 
e^er-needy at that time falls into the clutches of these hanias little knowing the conse- 
quences of their foolish actions and as such they buy the crop at a cheaper rate. So far 
as known these hanias seldom charge interest for the money they advance for a month 
or so — but cases do incur in which people charge interest at 2 per cent, per mensem on 
the sum advanced. 

The present co-operative society does not help in any way in the marketing of 
crops. It most certainly should. 

Question 3. — In cases where the cultivator sells his produce to the village bania, he 
pays no other charges except that he sells his crops at a much cheaper rate — about 15 
per cent, to 20 per cent, cheaper than the market rate. He has sometimes to pay interest 
at 2 per cent, per mensem on the sum received. 

In cases where the cultivator does not sell his produce to the hania he pays 
interest on the sum received from the village moneylender at about 3 per cent, per mensem. 
He brings his produce to the godowns of the commission agents (arhatias) who charge 
2 per cent, of the price of the grain sold and their rent of the godown. They also charge 
other incidental charges from the cultivator. Then comes the turn of the broker 
(dalal). He also gets his brokerage but he gets half of his charges from the buyer and the 
other half from the seller. The charges as above detailed are generally invariable. 
Other charges are transportation, labour, octroi, correspondence and personal subsistence 
expenses. 

Question 4. — The cultivator stores his grain in earthen kothlas and khattis or pals. 
There are several defects, viz., wastage on account of rats, putrefaction on account of 
dampness of soil, and destruction and wastage by white-ants. 

In markets the grains are stored in jute bags, which are piled one over the other. 
The chief defect is wastage due to rats and vermin. In order to save loss through damp- 
ness the bags should be put on a straw bed a foot thick. 

Question 5. — The scope of advancing money is very limited. Only persons, in 
whose godowns the grains are kept (stored) will advance money. No other person advances 
money on the security of grain kept in another godown. In some districts, e.g., Etawah, 
grain kept in khattis is mortgaged but this system is unheard of in Mirzapur. 

Question 6. — I think the American system of licensed warehouses can flourish in 
India. Government assistance will be absolutely necessary in the form of legislation and 
active co-operation. 

Mr. a K. Bvnerjt. 
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Question 7. — I do not know of any instances of combination between cultivator! 
for the marketing of crops. No doubt such combination is both desirable and possible 
if the cultivators are given some education regarding its uses and benefits. 

Part C. — Extent and nature of agricultural indebtedness^ 

Question 1. — ^Nearly 90 per cent, of the village tenants are indebted to some people 
or other in my district (Mirzapur). 

The secured unregistered (mortgagei) debt is very small in extent and amount. 
The amount of debt incurred on the security of houses is also small for nobody wishes 
to advance more money on the brittle security of a village house. Ornaments are pledged 
commomy. Agricultural implements and crops are not mortgaged. Generally people who 
advance on pronote seize such things as standing crops, utensils and other assets by 
attachment. 

The amount of debt against fields is about 30 per cent., on ornaments about 25 
per cent., on houses about 5 per cent, and on pronotes, bonds, etc., about 40 per cent. 

The above is an estimate of a few villages I have surveyed personally and through 
my friends. 

Question 2. — The grain dealer generally advances money near about the harvest 
time to the cultivator. He does so not with any aim to earn interest but with a view 
to buy the product of the agriculturist at a cheaper rate — 15 per cent, to 20 per cent, 
cheaper than the market rate. The principal creditors are rich agriculturists, professional 
moneylenders, indigenous bankers, grain-dealers and the co-operative societies. Co- 
operative societies are not ’ very freely resorted to by the agriculturist for loans for the 
following reasons : — 

(i) Their rate of interest is rather high; 

(ii) fear of joint responsibility; 

(iij) delay in getting a loan at an hour of need; 

(h) inconvenience caused by technicalities of co-operative societies. 

In order to make them a success it is necessary to give loans on attractive terms, 
say at 6 per cent, per annum. In order to do so the societies must get cheap money to 
finance the movement. This can be had by legislating that every landholder paying 
lis. 100 as rent or revenue annually must be a shareholder of the co-operative bank and he 
must buy a share worth Es. 100 for every Es. 100 he pays as rent or revenue. 

The distribution of the debt between lending agencies is as follows 

Indigenous hankers . . . . . . . . 40 per (^^nt. 

Rich agriculturists . . . . . . . . .’10 

Professional moneylenders . . . . . . . . 2S 

Co-operative societies .. .. .. ..2 

Question 3. — It is a fact that as a result of the enforced payment of debt land and 
rights in land are passing every day from the possession of people who are ef&cient farmers 
into the hands of creditors who are not themselves efficient farmers. This does cause the 
cultivator to produce less and less efficiently and that for several reasons. The agriculturist 
knowing that he is a tenant only from year to year does not try to improve the plot and 
hence the quantity of produce is very meagre. When the creditors cultivate the fields 
themselves the inefficient farmers cannot .reap good harvest and hence they sub-let the 
plots. When the creditors employ labour for the work in fields, the labourers also do the 
woiJv in an inefficient way. 

Question 4. — In my district (Mirzapur) the zamindars are comparatively better off 
for the^ enjoy the benefits of permanent settlement. But still 20 per cent, of ibe 
zamindars being generally very petty zamindars are indebted to some extent. 

Question 5. — The special causes for the indebtedness of the zamindars are : — 

(i) Mismangement of landed property .. .. ..20 percent. 

{ii) Extravagance, addiction to wine, prostitution and gamb- 
ling in various forms .. ..20 „ 

(m) Heavy expenses in marriage and other social functif ns and 

customs . . . . . . ' . . . . 50 ,, 

(iv) Government debt .. .. .. . . 10 „ 

Question 6. — Landlords get interest at a cheaper rate than the tenants. But they 
have got to pay a certain amount of brokerage and sometimes gaddi-kharch^ etc. 

Mb. a. K , Banerji. 
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Part D, — Credit facilities in respect of agricultural production and marketing. 

Question 1. — Only the co-operative bank helps in providmg agricultural credit 
in respect of crop production, though the Government also helps in a very limited rwey by 
granting taqavi loans and sometimes through its Agricultural department by givmg seed 
With the exception of the above no other organisation helps ^in providing agricultural 
credit. The help given by the professional moneylender in the shape of advancing loans 

to needy cultivators at an exorbitant rate of interest cannot strictly be called “help in 

providmg agricultural credit in respect of crop production.” The chief aim of the 

lenders is not to help the tenants, but to earn a high rate of interest. 

The existing facilities are very inadequate. My suggestion — ^to put it in a nut^ 
shell is the spreading ot co-operative societies just like a network throughout the whole 
district. In order to do so the following things are necessary : — 

(a) Legislation penalising people who charge rates of interest higher than 12 per 
cent, per annum. The present Usurious Loans Act has totally failed in this respectr 
In fact what I suggest is to legislate that all contracts permitting rates of interest 
higher than 12 per cent, per annum should be deemed illegal and unenforceable. 

(b) Another thing that is necessary is that co-operative banks should be able to 
advance loans to cultivators at a cheaper rate of interest, say 6 to 7 per cent, per annum. 
The bank should have enough cheap money, so that it can'^ advance at the above rate. 
By cheap money I mean both share capital as well as fixed deposits and loans. The* 
share-holders should not be greedy to get huge profits. I suggest in this connexion 
that all landholders who pay Es. 100 as revenue or rent should be share-holders. Theso 
landholders should purchase a share for every hundred i^pees they pay to the Government 
as revenue or rent. 

(c) Education regarding the benefits of co-operative banks and its working by 
lectures, lantern slides, etc. 

The defects in indigenous bankers, professional moneylenders and grain merohanta 
are : — 

(1) All the above are quite indifferent to the interests of borrowers and poor 

tenants. 

(2) Their rates of interest are unconscionably high and they realise much more 

money than their dues by various illegal methods. 

(3) Their methods of realisation of their dues, which are mostly unjust, are very 

painful, to say the least. 

The above is a common feature of all but there is a little difference among the first 
two classes of moneylenders and the third. The grain merchant not only takes interest 
on the sum he advances but over and above he buys the crops of the poor tenants at a 
much cheaper rate. There is also some difference in the habits of the first and second 
classes. The indigenous banker is generally a rich tenant or a village hania. They 
advance money with a direct aim to rob the poor tenants of their tenancies where the 
tenancies are transferable and, where the tenancy is not transferable, to rob the poor 
tenants of the crops he produces. The professional moneylender generally resides in, 
towns and cities. He advances money solely with the aim of earning earnest. 

The Imperial Bank of India, Mirzapur branch' so far as I know, does not advance 
to agriculturists, hence I cannot say anything of the Imperial Bank. There are no joint- 
stock banks working in Mirzapur. 

The only remedy as I have suggested above is to penalise high rates of interest. 
The creditors should submit a statement of full accounts half-yearly to the debtors. The 
defects in the taqavi system has been dealt with in my answer to question no. 6 of 
Part A. So far as co-operative societies and banks are concerned the defects are 
due to lack of thorough supervision. The members do not get loans at their hou’ 
of need. The members are unwilling to shoulder joint responsibility and also do not 
want all sorts of office work before they can get the money e.g., dancing attendance on 
supervisors, etc. 

Question 2. — So far the above agencies do not take any part in respect of market- 
ing of crops. Only the village hania robs them indirectly by buying his produce long 
before the same is ready for the market. It is a misnomer to call this help in 
of the marketing of crops. 

The facilities existing are inadequate. The only suggestion I can make is to 
spread a network of purchase and sale co-operative societies and give the agriculturist 
a sound education regarding its benefits. 
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There is no organisation which advances money to agriculturists directly in 
respect of marketing of crops in Mirzapur district— except of course village bandas whose 
case has been fully dealt with. There are arhaiias or commission agents who help 
not the agriculturists but big merchants (beopans). 

Question 5. — ^An estimate of the total amount of capital required for agricultural 
finance generally can be worked out if we know the number of men who have borrowed 
from the co-operative societies with the amount they have borrowed; by multiplying 
the number of people of a district with the average loan of a member of the co-operative 
society we get the rough estimate of unsecured debts. Then we must look up the 
registration department and see the amount of secured debts. By adding both — secured 
And unsecured debts — ^we can find out roughly the amount of money required for 
advancing the agriculturists. On this basis I think the amount comes to about 
twenty lakhs for this district and about ten crores of rupees for tlie province. 

Part E. — Land mortgage banks. 

Question 1, — ^Landlords can get long-term loans by means of mortgages only. In the 
case of usufructuary mortgages zamindaris are hypothecated with this end in view 
that the mortgagee should get usufruct equivalent to interest on the sum advanced at 
6 to IG annas per cent, per mensem. In the case of simple mortgages the rate of 

interest varies from Be. 1 to Be. 1-8 per cent, per mensem. In case of small sums 

the rate of interest rises up to 2 per cent, per mensem. 

The fixed-rate tenants get loans at a rate equal to that of the landlords. Some- 
times their rates are a bit higher : it is never lower than in the case of the landlords. 

The other kinds of tenanfe, viz., statutory, occupancy and exproprietary tenants 
.and sub-tenants cannot get money legally on mortgages. They, however, sometimes 
do mortgage their lands. Generally these tenants get loans on pronotes, bonds and 
pledging of ornaments and household effects including their utensils, etc., with a 
higher rate of interest. 

• Question 2. — Generally long-term money is advanced on the security of immovable 
property. As people are unwilling to advance money on usufructuary mortgages, they 

are naturally asked to advance money on simple mortgage, when the borrowers have 

to pay the heavy interest of Be. 1-8 per cent, per mensem which sometimes becomes 
-compoundable with three-monthly rests. They have also to pay brokerage charges and 
sometimes gaddi kharch. 

Question 3- — ^As above indicated the tenants’ interest in land being inalienable 
they cannot get money on mortgage. They can get money on the basis of pronotes, 
bonds, etc. The lenders accepting such brittle securities naturally charge higher rates 
of interest from such clients, with the result ihat it sometimes becomes impossible for 
ihe borrowers to repay the debt. 

Question 4. — The occupancy right does not serve at all a§ a security for long-term 
credit. The longest term they can expect is three years. I suggest that exproprietary 
and occupancy tenancies be made alienable. It is only then that the tenants can get 
long-term loans and will take more interest in the land. 

Question 5. — ^The establishment of a mortgage bank on the combined principle 
of the German Land Mortgage Bank and the Punjab Land Mortgage Bank will solve 
the problem of long-term advances in this province. The bank proposed must have 
a co-operative basis. 

Question 6. — think it will greatly facilitate the working of the proposed land 
mortgage bank if there be only one bank to provide long-term credit alike for farmers and 
'landowners. 

The land mortgage banks should have share capital of their own. This can be 
Taised by legislating that every landowner, whether cultivator or landlord, must subscribe 
at least a share of Bs. 100 for every Bs. 100 he pays as rent or revenue. Private in- 
dividuals can also subscribe. The shareholder will pay their share in easy monthly 
or annual instalments. The public may also be given an opportunity to subscribe to the 
share of the bank. In the beginning of course Government will have to come to the aid 
of the bank. The authorised capital of the bank ought to be about a crore of rupees. 

The share capital should primarily be available to the zamindars, cultivators and 
then city people. If it is not taken up fully by these classes the balance should, naturally, 
be taken up oy the Government. 
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The management will differ greatly whether the Government has subscribed the 
major portion of the issued capital or the public. The management if run generally on 
i;he lines of the United Provinces Co-operative Union Limited will meet the situation for 
-ihe present. 

The maximum period for loans in my opinion should be twenty years and the 
margin between the amount of loans and the value of mortgage the same as in the 
case of the Punjab Co-operative Mortgage Bank at Jhang. • 

The bank should obtain working capital from the shares subscribed and deposits 
and then if necessary debentures. I mean from a combination of all the sources indicated. 

In the beginning in order to foster faith a Government guarantee will be necessary. 

The debentures may rank as trustee securities. 

To safeguard against loss there should be several members in the board of 
^rectors and the affairs of the bank should be inspected by a competent staff. If 
in spite of ali this there is a loss it will naturally have to be borne by the Government, 

The law should be amended so that the land mortgage bank should get the follow- 
ing concessions : — 

(i) It should get certificates of encumbrances from the registration office free of 
charge. The certificates of encumbrances should give particulars of all deeds and not 
only of simple mortgages as is done now. By all deeds I mean mortgages of all kinds, 
sale deeds or deeds of exchange and registered money bonds having charges on the 
immovable property in question. The certificates issued should contain particulars of 
deeds over 60 years old as well. 

(ii) When I suggest that the proposed land mortgage bank should be a co-operative 
land mortgage bank, I mean that it should be given all the concessions regarding stamp 
duties, etc., registration charges and also court fees, which are given in the case of 
ordinary co-operative banks. In short it should be exempted from all these duties^ 
registration charges and court fees. 

(iii) Notification of proposed mortgages should be given to all persons by means of 
beat of drum or issue of notices. 

(iv) Simplification of the process of foreclosure and sale in the event of non-payment 
is very necessary for the proposed bank as the procedures now in force and the one enacted 
by the Transfer of Property Amendment Act of 1929 which came into force from April 
1, 1930, for foreclosure and sale are very cumbersome. The method should be such that 
it can be done without much fuss and speedily. I think the necessity for foreclosing 
or selling will be very few and far between for the instalments will be so low that 
they shall be paid by the cultivators (borrows) without much difficulty. 

(v) Power to manage the defaulting estates be handed over to court of wards 
authorities or any other similar institution under the control of the co-operative land mort- 
gage bank. 

I think it will be better if the provincial land mortgage bank be co-ordinated under 
an all-India central institution. The constitution of such an institution should be of 
the type of the Federal Farm Loan Board of the United States of America. 

Question 7. — The value of land depends upon the* amount of rent on which it 
can be let out. This has been fixed and is being fixed by the Roster officer appointed 
under the provisions of the Agra Tenancy Act (Act ni of 1926). We can roughly 
calculate the value of land at fifteen times its rental value. This method of calculation 
will work well. 

In the district the value of land depends upon the number of crops on it as well 
as on several other factors, e.g., proximity to town or habitation, irrigation facilities, 
lability to ravages of wild animals, and means of transport, etc. The price of land 
depends on its rental value. 

Fixed-rate tenancies being alienate in all respects fetch the highest price. They 
do so also because the rent of the land is low. ‘ The other common varieties of tenancy 
land, e g., occupancy and statutory, being non-alienable, do not fetch a good price. But 
tenants of these kinds can get loans on the crops. 

There is not much difference in the price of land obtained by sale by Govern- 
ment auction for non-payment of rent and auction in accordance with a court decree. 
The puce which a court auction fetches is about ten times the rental value of the land. 
The price obtained by private negotiation is higher and comes up to 16 or 20 times the 
rental t’alue. The canse of the fefference is that the land sold in auction is purchased 
by people not becauso they are keen about it but simply because they get the land cheap. 
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If the price is raised no bidders can be for the same. Secondly, people living at some- 
distance generally do not get ax^y notice of the intended auction sale. 

As already stated the value of land generally depends upon the rental value. It 
does not directly depend upon the annual yield of the land. The rent of the land de- 
pends upon the quality of land and hence on the produce. A field valued at about Bs. 150* 
can be iet out for about Bs. 10 a year and the produce of such field will be about 10* 
niiiands a year. 


Part P, — Co-operation, 

Question 1. — So far as the district of Mirzapur is concerned a few years ago there 
was no joint-stock bank working. It is only of late that the Imperial Bank of India have 
opened a branch here, but there exists no relation whatever between it and the co- 
operathe bank. The co-operative bank has no relation with' any indigenous bank. The' 
indigenous banker of course — as is natural — looks upon the bank as a great rival and 
a thing never to be helped but always to be obstructed in its work if possible, e.g., by 
spreading false rumours against its mode of work, etc. 

The competition in Mirzapur district between the co-operative bank and joint- 
stock banks is not perceptible. There is a neck-to-neck struggle, however, between the 
co-operative banks and the indigenous moneylender (village moneylender). The nature 
of the competition is that the village moneylender instigates the members of the societies 
not to pay their dues in time, but they get their own dues with exorbitant interest, and' 
then, due to non-payment of their arrears, the bank adopts harsher methods. These 
interested moneylenders discredit the working of the co-operative bank by spreading all 
sorts of gossip and rumours. 

Question 2. — The co-operative banks and societies have very great difficulties in 
raising long-term capital at a reasonably cheap rate of interest. It is necessary in order 
to make co-operative banks more useful that they should be able to advance money to 
poor cultivators at as ^cheap a rate of interest as possible. It should be the idea of the 
bank that a cultivator gets the money he wants at a maximum rate of interest of 12 annas 
per cent, per month, i.e. 9 per cent, per annum. In order to arrive at the desired end' 
it is necessary that the bank should be able to get money to finance the societies at a 
maximum rate of interest of 6 to 7 per cent., per annum. It is at present very difficult 
if not impossible to get money for the working of the bank as fixed deposits for say 
two years or more at 5 per cent, per annum. The banks in order to get depositors have 
to lay out attractive rates of interest, say 6 per cent, to 8 per cent, per annum, which ia 
very high for co-operative banks. 

Question 3. — The amount of money necessary to finance the co-operative movement 
is very much more than what is available, i.e., the amount of money available to finance* 
.the movement is far too short of what is necessary for the same. From the working of 
the district bank I am of opinion that at least a couple of lakhs is necessary for my 
district (Mirzapur). 

The method I suggest of raising the required capital is very simple. I propose 
there should be legislation to the effect that all landholders (landlords and tenants bothy 
paying revenue or rent to the extent of Bs. 100 or more should be preference or share- 
holders of the district co-operative bank. All persons paying Bs. 100 or more as income-tax 
should also be shareholders of the bank. The above classes of men viz., landlords, 
tenants and assessees must purchase a share worth. Bs. 100 or two shares worth Bs. 60' 
each for every Bs. 100 they pay as land revenue, rent and income-tax. The shareholders 
will not have to pay the total sum in one instalment but they can pay the same in a few 
convenient instalments. I do admit that income-tax is variable for every person hence 
it may be said that the number of shares to be brought in the bank will not be determined 
in an easy way. Another point in which I should not be misunderstood is tW the 
above class of men will not have to buy shares every year but only once, i.e,, in the year 
in which the proposed legislation comes into force. In this way the hank will have a 
substantial capital of its own and if the bank reejuires money to finance the co-operative 
movement it can issue debentures, take fixed deposits for long- terms, etc. Thus the money 
required for financing the movement can be had without much difficulty. Something 
.of the above kind is necessary for otherwise the co-operative societies cannot fldurisb 
healthily. 
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In this connexion it will not be ont of place to mention that further legislation 
1 >enalising high rates of interest will be necessary, i.e., contracts involving promises to 
pay interest at more than 12 per cent, per annum should not be enforceable. The usual 
rate should be 6 per cent, per annum. If the proposed law comes into effect then the 
people generally will not like to endanger their money for practically a negligible profit 
but will be glad to invest their money in co-operative banks where they can get 6 per cent, 
per annum interest with no risks. 

Question 4. — ^It is possible to stimulate the growth of the co-operative movement 
by the methods suggested in this question. I do regard the latter method viz. the 
inclusion of the debentures of provincial co-operative banks in the list of trustee securi- 
ties, as desirable — ^nay, we feel it to be a necessity. For then we hope to get people 
who will be willing to advance money on debentures; at present they hesitate thinking 
"that the money may not be recovered and the bank may also go into liquidation. 

Question 5 . — The establishment of the provincial co-operative bank is a necessity 
which we feel every day. I believe its establishment is long overdue. It will stimulate 
'the co-operative movement in this province. Not only will it facilitate the working of 
"the present district co-operative bank but it can also reform the working of the present 
-district bank and spread its activity in various other directions. It can regulate the 
wants (pecuniary) and surpluses of the district co-operative banks. 


(For oral evidence and a further note, see pages 278 — 285.) 
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ORAL EVIDENCE. 


Lucknow, January 31, 1930. 

Present : 

Mb. B. a. H. Blunt, o.i.b., o.b.e., i.o.s., m.l.o. ... 

Db, Kadhakamal Mukebjee, M.A., Ph.D. 

Kai Bahadur Pandit G. S. Upadhya, b.a. 

Bai Bahadur Babu Mohan Lal, m.a., ll.b., m.l.c 

Mr. Mohan Lal Sah, m.a., ll.b. 

Dr. L. C. Jain, m.a., ll.b., ph.D. 

(Witness: Mb. A. K. Baneeji, Vakil and Director ^ District Co-operative Bank, Ltd., 

Mirzapuf.) 

Rai Bahadur Pandit G. S. Upadhya : We just want to know about the percentages^ 
that you have given. How have you arrived at them? — Two of my friends and I went 
out to several villages and gathered this information there. 

The Chairman : You got it by actual inquiry? — Yes. 

They could not tell you any ppiceuiagc. Have you got any note of the figures 
they gave you? — I had, but I might have misplaced them. 

If by any chance you come across them, could you let us have them? — ^By all means. 

Did you find in your district that besides the professional moneylender money is 
lent by amateur moneylenders, for instance landlords or other tenants? — They do. In 
my answer to question no. 1 of Part lA, where I have said about 60 per cent, to 80 
per cent, for long-term and 20 to 40 per cent, for short-term, it menns that short-term^ 
loans are generally in kind and long-term loans are generally in cash. 

Do they borrow seed in Mirzapur from co-operative societies or the hania? — The 
C' -operative society does not advance seed. It is the Agricultural department that ad- 
vances the seed on sawai. It is the big kashtkar who gives on deohri and sawai. 

Dr, Radhakamal Mukerjee : What is the period of such loans in kind? — For one 
fasil to the next fasti about six months and the rate, of course, varies from 25 to GO 
per cent, excepting linseed which is at 50 per cent. ; others are charged at 25 per cent. 

Why do they make a difference in linseed? — Because linseed is generally sent 
abroad and as such they want a higher price. It is more valuable. 

The Chairman : You mention here a charge ''gaddi kharch'\ What is it supposedt 
to represent? What has it got to do with the gaddi7 — It is a way to take more from 
the poor traders. 

That is the object, but what does it mean? — It means the kharch of the qaddi, 
payment of munim or servants or those who go out to realise money. And this kharch 
IS specially high with the rich creditors. 

They call it all sorts of things. Elsewhere they call it ganth khutai, — (Witness)- 
Qaddi kharch is generally charged by the grain merchants and rich and big moneylenders. 
This gad(k kharch is really a very illegal charge. 

Rai Bahadur Pandit G. S. Upadhya : By experience perhaps you < ould tell us-, 
something about the Usurious Loans Act? 

The Chairman : Could you tell us in what way it has specially failed? — ^In courts 
a man sues on a pro-note or a mortgage-deed. The rate of interest is say Ks. 3-8 per 
mensem. In that case the court only sees whether the debtor was under some com- 
pulsion to be overridden by thie creditor to accept that rate of interest. If not, the court 
does not interfere. So the court only sees whether by the way in which the money was- 
advanced any fraud or undue influence was exercised upon the debtor to accept that 
rate of interest. That is their only look-out. So that when the court determines that. 
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there has been coercion it does not allow the contractual rate of interest but otherwise r 
in all other cases, it allows the contractual rate of interest however high it may be, 
There should be a law penalising a higher rate of interest than 12 per cent* per 
annum. 

In other words, there is no definition of usury? — ^No. In fact, I have just said 
the rate of interest must be mentioned. Twelve per cent, must be the highest amount. 

Tnat is a point I want to ask you about. We know that the rates are very 
high. A I the same time the security is very poor mostly? — ^It is a very wide question. 
In the rase of pro-notes the security may be poor, but in the case of mortgage-deeds the 
security good. 

What can they mortgage? — They can mortgage fields and pawn ornaments. 

Let us take the ordinary person who has nothing which he can mortgage; leave 
the zamindar alone. Well, he has got practically no security. He may have a few 
ornaments or standing crops. But that is not enough. And then apart from thaty 
as you know, a tremendous amount of debt is left unpaid from generation to generation. 
Don’t you think that the very high rate of interest in part is due firstly, to the lack of 
security, and then, largely to the inability of the debtor to repay. In other words, the 
man hopes to make up in interest what he has lost in principal? — ^You have made a wrong 
assumption in the beginning. In short, in answer to the first part of your question, my 
views are that as the non-payment of debt is a sin according to Hindu ideal and law» 
the debtor tries his level beat to pay off the debt. In case of his death, his son and 
even grandson pays the debt as the duty devolves on them. Secondly, the pressure and 
earnest demands of moneylenders hardly leaves any debt unpaid. In my opinion very 
few debts are written off as “bad” by the village moneylenders. Hence I beg to differ 
from your statement that a tremendous amount of debt is left unpaid from generation 
to generation. No doubt the high rate is due partly to the lack of security and mostly 
to the existing practice to charge as high a rate as is possible, but certainly it is never 
due to the inability of the debtor to repay; because if the creditor were afraid of non- 
repayment of his money, he would never advance however high the rate the debtor may 
agree to borrow at. As a matter of fact, generally, the moneylenders realize their debt 
by every possible hardship they can think of. Hardly anything is left out. Again, about 
the rate of interest, when you have got enough money you cannot hoard it. You must- 
make some profit out of it. 

Do you find in your district that the small village moneylender has an ample 
supply of capital? — Some of course, are very rich. They can afford it, but the majority 
are not. The majority of tenants are very poor. 

I am not speaking of the tenants, I am talking of the moneylenders. — {Witness} 
Yes, they can afford it. In our districts where we have got permanent settlement 
specially the zamindars and fixed-rate tenants reap a good profit from the sub-tenants. 

Before we pass on can you tell me anything of Eobertsganj? Of course, they are 
a much more primitive population. What is the situation there? — ^Eobertsganj is divided 
in two parts, Dudhi ^d Eobertsganj. Eobertsganj is settled and surveyed, while Dudhi 
is unsettled and unsurveyed. In Dudhi which is directly under Government the people 
are generally backward. I do not know whether it really concerns this committee or not, 
but I think it is not necessary to keep them under the control of the Collector, 

Do they borrow and lend? Who are their moneylenders? — ^Various moneylenders, 
but they generally deal in grain, not in cash. 

Dr. Radhakamal Mukerjee ; The rate of interest must be very exorbitant among 
the more primitive people of Dudhi? — It is about the same, Es. 3-2 per cent, per mensem.^ 

Who are the moneylenders? — ^The rich tenants, sometimes zamindars, not in Dudhi 
but in Eobertsganj. 

Rat Bahadur Pandit G. S. Upadhya : They are not perhaps indebted to a very large 
extent in those parts ?~No, of course the Government makes some concession to them. 

The Chairman : And also because their wants are fewer?— Yes. But we find that 
tahsildars have been appointed who very often rob them and because they are primitive 
they fear any lal pagn, 

Rai Bahadur Pandit G. 8, Upadhya ; But then they are not very well off to he 
able to bribe these people?— I am not referring to the poor, those who have got scarcely 
enough to feed themselves, but to the well-to-do class of people who have got money to- 
bribe people who have got enough land. 
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The Chairman : In Part C j<m^ hitve given us another set o£ percentages. Are 
tfhoBe also based on personal inquiry ?~Yes, from my personal inquiry. 

And the same in these other ones about the rich agriculturists? — ^Yes, but this 
is not personal but from my friend. But I have gathered that this 30 per cent, should 
have been 70 and not 30. 

Rai Bahadur Pandit G. S, Upadhya : Will it add up to 100?— The rich agriculturists 
here include those who are indigenous bankers. By professional moneylender I mean the 
one living in towns. 

The Chairman : The rich agriculturist also comes into classes 1 and 3 and between 
them come to 70 per cent.? — ^Yes. 

And then in question 6, causes of indebtedness of zamindars — ^that is from per- 
sonal inquiry? — ^Personal. 1 have asked the zamindars personally, those who came to me 
for advice and whom I met in the way. I also learnt that you have sent a question- 
naire to kanungoSf some of whom came to me for advice and of course I felt the same 
difficulty that they feel. The zamindars who are poor do not want to give the truth, 
because they do not want to expose themselves, and those that are rich do not want to 
give the truth, because they fear the income-tax department, and as such these are not, 
1 fear, exact. 

Rai Bahadur 6. S. Upadhya : You have said “In order to do so, the 

societies must get cheap money to finance the movement. This can be had by legis- 

lating that every landholder paying Es. 100 as rent or revenue annually must be a 
sharehDider of the co-operative bank and he must buy a share worth Es. 100 for every 
hundred rupees he pays as rent or revenue.” Do you think it would be fair to legislate 
on that? — ^Probably it is within your knowledge, specially as deputy registrar, that the 
o-opcrative society as such is not very popular with the agriculturist for obvious reasons. 
The first reason is joint responsibility; and in order to induce people to join in spite of 
the above objections you must enable them to take at a low rate; and hence you must 
have cheap and enough capital. This you can only do if you have got a large capital 

paying no interest. We are running our banks with small capital. We are taking 

money irom the people on fixed deposits and we are paying them interest at 6 to 8 
per cent, when we ourselves are paying interest at 8 per cent. We cannot lend money 
at less ihan 12 per cent. The co-operative department has fixed 15 per cent, as a maxi- 
mum and we charge 15 per cent, from the societies. The village moneylender can get 
from 18 to 37 according to circumstances. He says “Why need I bother myself with 
a joint responsibility, attending meetings twice a month, becoming a surety, etc., when 
there is hardly any advantage in it?“ In order to induce them I want that we should 
be able to give them cheap credit, i.e. at 6 per cent. If w'e want to give them at 6 per 
cent., we must ourselves have some cheap capital. The zamindofs are directly benefited, 
they are directly fed by the tenant class. As such I want that they should give some 
capital to the district co-operative banks. 

You have said that a cause of the unpopularity of the co-operative societies was 
that there was joint responsibility. Under that joint responsibility you will bring in the 
zamindars also? — ^No, the tenants. 

Dr, Radhakamal Mukerjee ; You mean that they will not accept the principle of un- 
limited liaiulity, but they will become shareholders? — ^Yes. 

Rai Bahadur Pandit G. S, Upadhya ; You mean to say that you will not pay any 
interest? — ^We will nol/; but will give the shareholders dividends subject to the restrictions 
imposed by the Act of 1912. 

Dr. Radhakamal Mukerjee : In reply to question no. 3 of Part C you have stated 
that rights in land are passing from the possession of efficient farmers into the hands 
of inefficient farmers. D^s it lead to inefficient cultivation? — Yes. The position is this. 
Suppose, for instance, there is a tenant who has got three bighas of land and his only 
means of sustenance is this land. If he cultivates it fully, as he must do in order to main- 
tain himself, he will put as much labour and manure as circumstances and his position 
allow and he will do it as efficiently as possible. He knows that by doing so he will 
improve not only the letting value of the land but the price as well. The case of a sub- 
tenant, who cultivates from year to year, is different. He knows that he has to cultivate 
his field for one year only and that he will cultivate another field next year. In the cir- 
cumstances he will put forth only the minimum labour that will produce the crop. 
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Is the practive of evicting sub-tena/nts prevalent? — ^Yes, it is prevalent. Sub-tenents 
are frequently evicted, but tenants cannot be evicted because they become statutory tenants. 
Sub-tenants of sir can be evicted, and in fact zamindars always increase their sir as much 
as they can by fraudulent use of the Act. They cultivate land for five years and then it 
becomes their sir. When they acquire the right of sir in a particular land, they sub-let 
it. As a matter of fact they increase their area of str only for the purpose of sub-letting 
iind not for cultivating it themselves. 

In the existing law there are some restrictions on sub-letting, but it is understood 
that they are easily got over. Do you favour more stringent restrictions on sub-letting by 
legislation? — The intention of the present Tenancy Act has not been fulfilled. In f&ct, it 
lias given rise to more serious difficulties than we had under Act II of 1901. One of 
those difficulties is about the sir land. So far as your question is concerned, I can only say, 
that in the case of tenants it will be very useful. I do not know how Government will 
take it. 

You may approach this question from the point of view of solving the profile of 
indebtedness. — {Witness) It goes without saying that if sub-letting is not allowed it will 
very much benefit the tenants. But I do not think you will be able to pass such a law. 

That is a different matter. 


The Chairman : My friend wants to know your views about sub-letting of tenancies. 
You are talking of sub-letting of sir. — {Witness) I am saying about both. 

I do not quite see how they could stop the sub-letting of sir. The land belongs 
entirely to the landlord and he could certainly sublet it. — (IV.ffness) Formerly we had no 
statutory tenants, but under the present law we have such tenants. We can restrict 
subletting in the same way by legislation. 

I have a piece of land of my own, and it does not matter whether I cultivate it 
myself or sub-let it to someone else. — (Witness) If you want to sub-let your sir land,, 
then it must be sub- let for a period of ten or twelve years. I do not want that one should 
be allowed to sub-let it for one year in order to get over the Act. 

But why should one not be allowed to sub-let one’s own land for a year? A man 
must have the right to let his swt which is absolutely his own land, for any period 
time. — '{Witness) Of course now it is his land, but if there is legislative restriction it 
will not become absolutely his own. 

You mean that you kre taking away from him the right of letting his land?— 
We want to restrict that right. 

You do not want to give him the right to let land which is absolutely his own? 
Why should you restrict it? — In order to improve the quality of the land. 

Does not the landlord himself know what is best for his land? 

.Rat Bahadur Pandit G. S. Upadhya : I will just explain the position. There is 
some sir land which belongs to A . Certainly he knows how best to look after his land ; he 
knows his own interest. So why should Government step in and legislate restricting 
his power of sub-letting it? You say that he should sub-let it for ten or twelve years, 
in which case the sub-lessee will take care to improve the land. If it is only for one 
year, he would not. I say that the zamindar knows his interest and it is his business 
to sub-let it either for one year or for ten years. 

The Chairman : This is not a question of sub-letting a tenancy but of sir which is 
hia own land.— If Government takes care of a thing, it wilt do so for the 
benefit of both the tenant and the landlord; but if the landlord is left free to look after 
his benefit, he cares twopence for the tenant. 

I am not talking of tenancy, but only of sir. -^{Witness) When a landlord sub-lets 
he does it to get as much money as he can and not with the intention of helpina the 
tenant who cultivates the land. ^ ^ 


Dr. Badhakamal Mukerjee-. Your point probably is that if tenants are ebaneed 
from time to time the land would not be cultivated efBciently at all. 

The Chairman It is not a question of sub-letting tenancies at all, but the 
ques.ion of letting sir. In other words, you want to take away his own land from 
® little hard on him. I do not want to take away his land, but he 
should sub-let it for ten or twelve years. 

If you ^rry the argument to its full conclusion it comes to this : This ceases to be 
your land and you cannot do with it as you choose.— (lYif new) Take the case of a 

rlsW^iL*“«“‘-, That is thertatutory 

restriction. Similarly, we can restrict the right of the zamindar also. ™ 
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Dr. Radhakamal Mukerjee : You mean to suggest that the incidence of proprietor*^ 
ship should be restricted by legislation according to social and economic circumstances? 
Yes. He should not be given the right of sub-letting sir. If the right of snb-letting m 
restricted by legislation both of sir and of tenancies then the proprietors as well as tenants, 
will live in the same village and will themselvs ctiltivate and trv to improve their lands. 

Under the law of pre-emption the peasant-proprietor could not alienate his land. 
So you might say that there was no proprietorship if the law restricted sale. — {Witness} 

I want simply to restrict his right. 

The Chairman : Well, this is a matter of opinion. 

Rat Bahadur Pandit G. S. Upadhya : As you are on the directorate of the co- 
operative bank I would like to clear one point. You have emphasized this point more 
than once in your note that the co-operative bank should be able to finance loans at as 
cheap a rate of interest as possible. The principle of co-operation is that the rate of 
interest should not be only cheap, but also such as would control the exitent of borrowing, 
because the cheaper the credit the more indebted the people become. If they can get loans 
at a very low rate of interest they will borrow much more than they do at present. I 
hope you realize that. — {Witness) I beg to differ here. Among the Hindus debt is re- 
garded a sin. Even the son, grandsons, and great-grandsons are liable to pay their an- 
cestors’ debts. I think that the high-caste Hindus "will not borrow simply for the sake 
of borrowing. They borrow only when they are hard-pressed. 

The question of being hard pressed comes in this way. You may create so many 
wants and needs. — (Witness) I admit some are luxurious and given to wine and pros- 
titution. 

I am not talking of that. I am simply dealing with cultivators. — (Witness) In my 
opinion if they are well-off they will never borrow. They have to face innumerable 
difficulties in repaying their debts. I do not know how far you have seen it, but I can 
say that I have seen it myself that they have to remain standing neck-deep in water in 
cold weather and moneylenders even stripe them in order to realize their money. 

That is not done now. — (Witness) Well, I have personally seen that. 

I, however, simply wanted to tell you the principle that borrowing should also be 
controlled. If cr^it was very cheap they would like to borrow as much as they can. 

Mr. Sah'^i You say that the establishment of a mortgage bank on the combined 
principle of the German Land Mortgage Bank and the Punjab Land Mortgage Bank 
will solve the problem of long-term credit. Will you please explain your scheme? — 

I can send you a note* later on. 

You say that the bank should have a co-operative basis. Do you think it will 
have sufficient capital? — Yes. If every zamindar subscribes shares worth Bs. 100 for every 
Bs. 100 which he pays either as rent or as revenue, there will be more than enough 
capital. 

Do you think that legislation compelling zamindar s to subscribe at least Bs. 100 
would involve a good deal of opposition? — I think there will not be tooth and nail oppo- 
sition, but of course there will be some opposition. 

Dr. Radhakamal Mukerjee : What will be the public opinion? — I am afraid the 
opinion of the educated classes means the opinion of the zamindar. The poor tenanta 
are quite illiterate, and they have hardly any voice in the present society. 

Can you get legislation like this passed in the Council? — ^Not in the present Council. 

In any other Council? — I do think it can be passed in Councils consisting of more 
agriculturist members. 

Do you think that cultivators will be in a position to pay Bs. lOO towards the share 
capital of the bank? — ^Yes. Those cultivators, who pay Bs. 100 as rent or as land 
revenue, have an annual income of at least Bs. 1,000 or Bs. 1,200. The rent of a bigha 
of land is only Bs. 2 or Bs. 8 in the case of an occupancy or fixed-rate tenant and he 
can easily sub-let it at ten times the rent. So payment of Bs. lOO in rent means an* 
annual income of Bs. 1,000. 

Mr. Sah : What sort of aid from Government would you propose in the begin- 
ning? — If in the beginning the full capital is not subscribed Government should sub- 
scribe the balance. Government can also help in various other ways, e.g., exemption 
from BO many taxes, court-fees, etc. Government can help the bank by asking people to 
support it. In fact, it can itself set an example. 
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Would you like Goveruineiit to guarantee a minimum dividend? — ^From the point- 
of view of investors it will really be a good thing. 

Do you think that people would be inclined to take more shares if a Government: 
guarantee is forthcoming? — ^Yes, certainly. 

As regards debentures, you say that in the beginning, in order to foster faith, a 
Government guarantee will be necessary. Would you suggest a guarantee for the interests 
or the capital only? — ^For both. . j u u 

What should be the maximum period for which deposits should be received by the 
laud mortgage bank? — think the period should not be less than five years. 

Do you think that people would be willing to deposit their money without any 
guarantee? — never said “without guarantee.” 

Will debentures or fixed deposits for ten or twelve years be more popular with- 
the public? — I think debentures will be better than fixed deposits for the debentures 
are transferable. 

What should be the maximum period of fixed deposits and the minimum period 
of debentures? — So far as fixed deposits are concerned I do not think anybody would go 
beyond five years, while in the case of debentures they can easily run for ten years, 
and more. 

So you prefer debentures to fixed deposits? — Yes. 

In case you have to deposit money in fixed deposits, would you like to do so for 
more than five years? — ^No. 

The Witness : Now there is one point which I would like to take up about this co- 
operative movement. I have given t-imply a cursory answer to question 4 in Part F. So 
far Government has given us financial concessions in the shape of exemption from in- 
come-tax, from registration fees, and stamp duties, but there is one other direction in 
which we feel that a similar concession is necessary, viz., exemption from court-fees. 
Only a few days ago we had a case from a society in which one Eaghubar Misra brought 
a suit against a Kurmi, a member of the society, for a sum of Ks. 200, and was going 
to have his property attached and sold. This Kurmi was also indebted to the extent 
of Es. 350 to the society. Under section 19 of the Co-operative Societies Act we have 
priority over other debts and we had to apply under sections 19 of Act II of 1912 and 
73 of the Civil Procedure Code for priority in distilbution. We had to spend about Bs. 10 
in court-fees and various other ways, and thus raised the amount of debt from Bs. 360' 
to Bs. 360. It can be argued that the cost in court can be recovered from the opposite 
party, but in this case the opposite party is the judgment-debtor himself, and his land 
would bring not more than Bs, 66, and the rest will have to remain outstanding on 
which interest will run in a year’s time to" more than the sum realized. Thus the debt 
will not be paid up soon. There are many such cases, and I think a concession in thii 
direction is very desirable. So far as the provisions of the Co-operative Societies Act go 
it is laid down that if there is a dispute between the co-operative society and a member 
or among the members of the society, the matter will be referred to the Begistrar for 
arbitration and no court-fee will be payable, but I have given above the instance of a case 
in which the co-operative society, a member of the society and an outsider are concerned, 
and naturally the matter has had to be fought out in the court. I think that either the 
provision in regard to arbitration should be widened so as to include an outsider also, or 
Government should grant exemption from court-fees. 

The Chairman : This is a point which is outside our line, but wo will make a 
note of it. 

(The Chairman thanked the witness, who withdrew.) 
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Scheme for a land-mortgage bank. 

The land mortgage bank will be on a co-operative basis. The membership of the 
•bank will be open to every one residing or owning property (immovable) in the district 
'Or province. Every member must take at least one share but not more than 100 shares 
in the Bank. Shares are transferable though formal sanction of the Board of Directors 
will be required. The funds of the bank shall include share-capital loans, deposits, deben- 
tures, grants, but at no time shall the liabilities of the bank exceed ten times the sub- 
scribed share capital plus reserve fund. The value of a share shall be Bs. 20 (twenty) 
only and the share money shall be fully paid. Every member will get a loan up to 25 
times the value of the fully paid up shares he subscribes, i.e., a member possessing one 
share will get a loan up to Bs. 600. A member who is also a member of the co-operative 
society will get a loan up to Bs. 600. The liability of the shareholders shall be limited. 
If the shares are not fully subscribed by the public the Government should come to its 
aid. It can help by providing capital for the bank to run. This can be done by issuing 
a loan or debentures for the use of the Bank. 

Doans granted by the bank shall bear interest not exsceeding 9 per cent, per annum. 
The loan and interest shall be discharged by a system of equated payments. Doans, 
shall be granted by the bank only on the mortgage of immovable property situated in the 
d’ strict. Besides the specific security a borrower is required to mortgage all his immove- 
able property as additional security, besides two personal reliable sureties. Doans granted 
by the bank shall not exceed 50 per cent, of the value of property or .15 times ‘the 
estimated net annual income. 

The mortgage shall be without possession, subject to the condition that if the 
mortgagor fails to pay principal and interest according to his contract, the bank shall be 
entitled to take possession of the land and get the land managed through Court of Wards 
or such other body till the debt is realized. 

The valuation of the properties offered as security for loans shall be made by the 
bank in accordance with rules to be framed for the purpose. 

Doans are liable to be recalled (a) if after the grant of a loan the information ob- 
tained regarding the property, charges thereon, or the rights of disposal thereof is found 
to be incorrect, {h) if a loan is utilised for a purpose different from that for which, it was 
granted, (c) if the property on which it is secured has in the opinion of the bank deterior- 
ated in value and the borrower fails to furnish additional security to the satisfaction of 
’the bank, {d) if the mortgaged estate becomes subject to forced sale, or if it is in danger 
of being swept away by river or floods, (e) if the debtor makes default in the payment 
-of any instalment on the due date. 

If in any case not expressly provided for the above, the bank considers that a debt 
is in danger, they shalD recall the loan with the approval of the Begistrar. When a 
loan recalled by the bank is not paid within three months from the date of recall, the 
bank shall apply for a foreclosure of the mortgage to the Begistrar. The orders of the 
Begistrar shall have the same effect and shall be executed, in the same manner as if 
passed by the Civil Court. The debt of the bank shall have priority over all other del/s 
-except land revenue and rent. The maximum period for which loans are granted should 
be fixed at 25 years. The borrower is at liberty to repay to the bank the whole or part of 
the amount borrowed at any time, but in the event of his doing so he has to pay interest 
for SIX months on all bonds that have to be withdrawn in consequence of his premature 
'payments. ^ 

The debentures as in the Punjab shall carry interest not exceeding 6 per cent, per 
annum. The amount of debentures should not be greater than the assets represented by 
The mortgages held by the bank. The bank can redeem debentures before they are due 
tor repayment on giving three months’ notice. If the debentures are not presented for 
payment withm one month of the prescribed date after due notice has been given the 
holder can have no claim on the bank for interest. The debentures can be issued for any 
•penod not exceeding 25 years. Debentures shall not be issued except with the previous 
sanction of the Government and they shall be in such form and contain such covenants 
tnV?rbehalT previous sanction of Government, prescribe 
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The borrower has to pay all expenses incurred for the valuation of the property* 
offered for mortgage and also those in getting it redeemed from a previous mortgage if 
the bank undertakes this. 

The administration of the bank shall be vested in the following : — 

(a) Board of Directors, 

(b) Board of Supervision, 

(o) The general body of the members of the bank. 

The Board of Directors shall consist of seven members, four of whom shall be 
elected by the members, two will be representatives of debenture-holders selected by the 
Government and one other member nominated b;f the Government, all the members 
holding office for two years. This board shall administer and conduct the affairs of the 
bank, prepare and issue agreements, declarations, etc., and represent the bank by one of 
its members selected for that purpose at all legal proceedings. It shall appoint, control 
and dismiss officials like book-keepers, cashiers, local agents, etc. 

The Board of Supervision shall consist of seven members, three of whom shall be 
elected by the members, two representatives of debenture-holders selected by the Gov- 
ernment or elected by the debenture-holders and two others nominated by the Govern- 
ment. This board shall have control and supervision over the affairs of the bank. In 
particular it will, (a) cause the account of the bank to be audited at least twice a year 
by two of its members, (b) present to the general meeting a statement of accounts, (c) 
prepare all necessary subsidiary rules for the carrying out of the above byelaws and 
(d) settle the principles of land valuation, etc. 

The accounts of the bank shall be audited by a government auditor at least once 
a year. 

A reserve fund shall bo formed by the bank. The dividends should be declared 
with the present restrictions imposed by the Co-operative Act (II of 1912). 
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Jlr. RAGHUNATH PRASAD, B.A., LL.B., Managing Diroctor, 
Co-operative Town Bank, Snitanpur. 

'l! 

> 'f 

Replies to the questionnaire. 


I. — AgBI CULTURAL CREDIT AND CREDIT FACILITIES. 

Part A, — Agricultural horromng for purposes of production. 

Question 1. — The agriculturist generally borrows from the village moneylenders. 

He borrows for the following purposes : — 

(i) payment of land revenue or rent ... 7 

(ii) seed ... ... ... ... ... > ^0 per cent. 

(iii) litigation ... ... ... ... 

(iv) subsistence ... ... ... ... 

(v) repayment of earlier debts ... ... ... . 

(vi) marriage and other social functions ... ... f 

(vii) famine and other kinds of distress ... ... C ** 

(viii) purchase of cattle ... ... ... ) 

My estimate of the above distribution of debt is based on an agriculturist’s two 
years average expenses. 

About 30 per cent, of the debt is taken in cash and 70 per cent, in grain. 

The debt is generally incurred for short periods. In a few instances it has been 
incurred for long periods. 

Question 2. — Twenty-five per cent, is the prevailing rate on cash loans, but on some 
occasions the lender charges from 37 J per cent, to 75 per cent, per annum. For loans 
m kina for seed, the rate varies from 25 per cent, to 50 per cent. For other loans in 
kind the rate is 25 per cent. 

Interest is generally calculated at simple interest, but lenders of the Shylock type 
calculate compound interest. 

In my opinion the rates of interest are exorbitant. 

Question 3. — ^No formal security is generally given for the loans, but in some 
instances the debtors give a security of land or ornaments. 

So far as my experience goes it is true in the case of small proprietors, under- 
proprietors, and unprincipled big landlords to say that the better the title to land the 
greater the amount of indebtedness, but not in the case of a well-managed estate of a 
landlord. The comparative extent of indebtedness is 60 per cent, landlords, exproprietors 
and under-proprietors ; 2 per cent, occupancy tenants, and 30 per cent, other tenants. 

The amount of secured debt is increasing so far as the security is limited to land 
Moneylenders prefer to advance loans on securities. 

Question 4. — The usual methods of realizing the debts are — 

(i) constant demand from debtors; 

(ii) private persuasion; and 

(iii) law courts. 

I think there is no difference between the rate at which the cultivator borrows pain 
or repays it and the prevailing rate. There is no fixed rule or means for ascertaining 
the rate. The only means is to ascertain from the hanias of a neighbouring market. 

Question 5. — Cultivators do not take full advantage of the facilities provided by the 
Agriculturists Lroans Act and the Land Improvement Act, partly on account of their 
ignorance and partly on account of the troubles they are put to at the time of taking the 
loans and at the time of realizations. The subordinate officials expect something from 
the debtors before they help them in getting the taqavi. 

More taqavi is taken in abnormal years than in ordinary years. 

The present system is certainly defective because the subordinate officials, through 
whose recommendations and through whom taqavi is advanced, expect some gratification. 
Either the high officials should exercise proper supervision and control over their subordi- 
nates, or the taqavi should be distributed through unofficial channels, i.e., through 
zamindars and tahqdars. Long-term loans should be encouraged, 
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Question 6. — ^There is no combination of cultivators to produce particular crops in 
my area, nor do I think it possible or desirable under the present circumstances. 

Question 7. — There being no provision for lending money to agriculturists other 
4han the village moneylenders, they charge exorbitant rates of interest. Establishment 
'of agriculturists* or co-operative banks, in which there should be full facilities for loans, 
will rsfnedy the defects. 

Part B. — Agricultural borrowing for purposes of marketing. 

Question 1. — The produce of a crop which the agriculturist requires to sell is dis- 
posed of through village hanias or other grain dealers at his own house. 

The methods of marketing do not vary according as the crop is one mainly used 
for domestic consumption, or one mainly sold in the market. 

Question 2. — In my part of the district there are no banks or exporting firms. 
TThe village grain merchants, mostly hanias j advance some money to the agriculturists to 
'meet the expenses of diet and rent, etc., in the months of August, December and Jan- 
uary, i.e., Bhadon, Pus and Magh, and take usually one to two seers per rupee above 
(the rate prevailing in the market when the crop is reaped. 

Question 3. — The cultivators ordinarily pay 2 per cent., approximately, to meet 
weighing dues, charitable funds, dalals, etc. 

Question 4 — The agriculturist generally stores his grain in a dehri, a kachcha 
earthen pot, in pakka earthen pots and in gandsj i.e., a small plot of land surrounded 
by brick walls. The rats generally do harm to the grain. In my opinion if pakka store- 
houses, godowns, or big pakka earthen pots and iron tubs of big size be made available to 
the cultivators, they would be greatly benefited. 

Question 6. — The establishment of licensed warehouses like those in the United 
States of America is not only workable but desirable* and will give great facilities to 
agricultural credit. In this matter Government assistance is absolutely essential, because 
without such assistance very little is possible in India in the present circumstances, 
^he masses, specially the ignorant, have little confidence in the people’s movements. 

Question 7. — ^Proper arrangements could be made whereby cultivators would com- 
bine to market particular crops and the combination will prove beneficial to the agri- 
culturists. 

Question 8. — The present system of weighment is not satisfactory in my area 
inasmuch as the weights in use in villages vary in weight in various places. In some 
places a panseri is equal to two seers two chhataks, in others it is equal to two seers 
and three chhataks, and in others ^it is equal to two seers and four chhataks. In my 
opinion one weight, say a seer of 80 tolas, prevalent in cities, should be the only weight 
In use in all places and localities and other local weights should be stopped. 

Part C, — Extent and nature of agricultural indebtedness. 

Question 1. — ^The estimated indebtedness of my village Pachhiana, where I usually 
reside, is about Bs. 10,000. The approximate area of the village is about 600 acres. 
'Out of this sum the amount of debt secured on land mortgages of various kinds is about 
Bs. 7,000. The balance Bs. 3,000 is incurred against other assets. 

Question 2. — The principal creditors in my area are moneylenders and grain mer- 
chants. 

The richer agriculturist advances loans to poorer ones to the extent of 26 per 
cent, of the total debts incurred by the agriculturist class. 

About 76 per cent, of the moneylenders are hanias and grain dealers, and 26 per 
cent, rich agriculturists. 

Question 3. — kn efficient and well managing farmer seldom incurs debt and there- 
fore there is little possibility of change of possession of land by transfer. 

Question 4. — Out of a debt of Bs. 10,000 in my village, the land-owning classes, 
-e.gi., under-proprietors, sirdars, and occupancy tenants, are indebted to the extent cf 
nearly Bs. 8,000. 
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Question 6 , — ^The special causes of indebtedness are— 

(i) Mismanaged and inef&cient cultivation. 

(ii) Extravagant expenditure on the occasion of marriage, death and other 

Indian rites. 

(iii) Litigation. 

(iv) Irregular payment, and non-payment of revenue and rent, etc. 

The percentage of debts is (i) 25 per cent., (ii) 35 per cent., (iii) 16 per cent, and 
(iv) 16 per cent., respectively. 

Part D, — Credit facilities in respect of agricultural production and marketing. 

Question 1. — ^In my part of the district the Government farms provide the follow- 
ing agricultural requirements in respect of crop production : — 

(i) Seed of wheat, sugarcane, and cotton, etc. 

(ii) Rahat for irrigation purposes. 

(iii) Ploughing implements. 

Moneylenders and grain merchants advance seed and cash for seed, oxen and 
other necessary requirements. 

The existing credit facilities are meagre. In my opinion the establishment of co- 
operative banks in various centres is absolutely essential. In such banks provision should 
be made to supply seed, implements, irrigation materials, e.g., pumping machines, tube 
wells, rahat and other machines, and cash advances should be made for productive pur- 
poses only. 

Question 2. — Only indigenous bankers and ^ain merchants purchase grain from 
the farmers direct, or through petty dealers in grain at the mandi^ and from there they^ 
despatch the grain to distributing centres or direct to Calcutta or Bombay, the exporting 
ports* and, similarly, big merchants send for grain from Burma, Australia and other 
foreign countries to the distributing centres, whence the village hanias or other petty 
dealers take them to villages to consumers. 

Question 5. — A rough estimate of the total amount of capital required for agri- 
cultural finance generally is possible in the case of my district. 

The calculation may be based on the amount of total cultivated land at Ks. 20’ 
per acre for seed implements, oxen, irrigation, etc., deducting of course half or 50 
per cent, for well-to-do farmers who require no credit at all. 

In the case of Sultanpur, if the area of cultivated land is 50,000 acres or more, 
the amount required for agricultural credit would be Bs. 6,00,000. 

Part E . — Land mortgage banks. 

Question 1. — In the case of landlords the major portion of the debt is for long* 
periods, specially in case of mortgage with possession, but in the case of tenants the 
debt is lor short periods, because, in the case of the former there is no fear of non-payment 
of debts, while in the case of tenants the moneylender generally expects his money back 
by the harvesting of the crops. 

Question 2. — Long-period loans are available on land security. 

The special difficulties of long-period borrowers are the want of banks or other 
fapilities for loan. 

Question 3. — Moneylenders generally hesitate to advance money to tenants on their 
personal security, i.e., the tenure is not sufficient guarantee for the repayment of loans. 

Question 4. — If occupancy tenants are given power to transfer their land tem- 
porarily, e.q., mortgage with possession, they will in that event get advances for long 
terms. 


Question 5 . — 1 highly recommend the establishment of land mortgage banks :n 
our province as described in the first paragraph of the note annexed to the questionnaire 
and proper facilities given to agriculturists; they would derive great benefi.t on account 
of low rate of interest and long terms of payments. 

Question 6. — ^The number of taluqdars and big zamindars being small, and the 
dealings little, I don’t think there is any necessity for separate banks for various classes. 

Even if land mortgage banks have their own capital, I think the Government 
guarantee is essential in the present circumstances of the country. 
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Shares should be subscribed by the cultivators, but if the full amount of the 
authorised capital is not subscribed, shares may then be opened to the public. Certainly 
the Government should subscribe the balance. 

The management of the bank should be entirely in the hands of the Government. 
The diiectors should be appointed from (i) government officials, (ii) land-owning classesr 
(iii) tenants, (iv) moneylenders and (v) merchants. The rights and votes of share^ 
holders should be in accordance with the provisions of the Indian Companies Act 'with 
certain modifications if desirable. 

The maximum period of the loans advanced should not exceed 80 years and the 
margin between the amount of the loan and the value of the mortgage should be 25 per 
cent 2 .e., if the property is worth Bs. 100, the loan may be advanced up to Bs. 76, but in 
such a case the banks should have full powers as mentioned in the note. 

In my opinion working capital should be obtained from (i) deposits and (ii) a 
central institution, and if the capital is not sufficient, either from debentures or from 
Government. 

The Government should have a lien on the assets of the bank excluding the amount 
of its liabilities and assets of the share-holders to the extent of their shares. 

Full facilities should be given to the applioants for loans by the following methods : — 

(i) Certificates of encumbrances should be issued at a nominal charge. 

(ii) Beduction of stamp duty, registration charges and court-fees, 

(iii) Simplification of the process of foreclosure and sale. 

(iv) Power to manage defaulting estates. 

The provincial bank should be independent to avoid complexity and heavy expen- 
diture of management. 

Question 7. — ^I think twenty times the net profit of a property is its full value. 

The value of the land per acre differs according to the crops grown on it, e.g.t 
the value of the land growing two or three crops in the year will be of more than twice- 
the value of the land growing only one crop. The basis of calculating the value of the 
land is 20 to 26 times the net profit after deducting, the revenue or rent as the case 
may be. 

The value of the land is affected by — 

(t) Competition among moneylenders, f.e., if in a locality the number of money- 
lenders is sufficiently large, the value of the land rises high. 

(ii) Competition among cultivators requiring the land for their own cultivation. 

(in) Competition amongst well-to-do gentlemen requiring the land for their own 
cultivation, groves and orchards, etc. 

The purchaser of (i) land sold by Government auction for non-payment of revenue 
gats the land cheaper than the purchaser of (ii) land sold on a court decree, and the 
latter gets land cheaper than the purchaser of (iii) land obtained by private negotiation. 
The cause of the difference is due to the fact that in the case of (i) and (ii) sufficient 
notice is not given to the public, and, secondly, the Government calculation of the value- 
is based on 16 to 20 times the net profit, and the purchasers noticing the estimated! 
price do not bid above that price. But in the case of (Hi) competition has full swing 
to fetch full value to the landlords. 

If the net yield, after deducting the expenses, rent and seed, etc., is Bs. 5 per 
bigha, ics market value would be Bs. 100. 

Pari F, — Co-operation, 

Question 1. — ^There are only two banks — the Co-operative Town Bank with a capital 
of Bs. 5,00O and the District Co-operative Bank. 

Question 2. — Co-operative societies do feel difficulties in raising capital for short 
or long terms on account of the misgivings prevalent in the illiterate classes about the 
banking system. The public have little confidence in the good working of a bank and 
hence do not make deposits for long-terms. Again, Sultanpur is a very poor district. 

Question 8. — The capital at the disposal of societies is not sufficient to meet the^ 
present needs of the district. In my opinion a capital of at least Bs. 4,00,000 is re- 
quired to meet the demand. This amount can be raised either by additional ahares,. 
debentures with a government guarantee, or government subsidies. 

Question 4. — It is possible to stimulate .the growth of the co-operative movement 
by financial concessions, and this is desirable in the interests of the counlry and the 
agriculturist. 
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Qiuestion 6 . — The establishment of the provincial co-operative bank would certainly 
stimulate the co-operative movement, if the problem is tackled in a business-like manner 
and with the help and co-operation of persons interested in the banking movement. 

In my opinion the unsuccessfulness of the co-operative banks in these provinces 
is due to (0 high interest charged and joint responsibility of the debtors, (ii) bad methods 
-of realizing debts, (in') unfair and sometimes dishonest dealings with their clients, (ic) 
aloofness of bank authorities, and (v) ignorance of the masses. 

Part G. — Small industries allied to agriculture. 

Question 1. — There are no subsidiary industries in the proper sense of the word, 
Uat some agriculturists keep buffaloes and cows and supply milk and ghiy make gur and 
rab out of the sugarcane crop, ond grow tobacco and vegetables, specially potatoes. Hand- 
spinning is done in certain localities and particularly by professional classes, e.g., Jolahas 
^nd Ohamars. 

Question 2. — ^The establishment of some industries, e.g., dairy farming, hand- 
spinning, tobacco growing, vegetable and fruit growing will prove beneficial both to the 
producers and consumers. They should be stimulated by government subsidy or by 
’establishing industrial banks with full facilities to the clients. The advance of loans 
should be at very low rates of interest, and proper arrangements should be made for 
marketing. 

Question 3. — ^In my opinion charkha or hand -spinning, if properly popularised by 
Oovernment or co-operative societies, will give a good return to the agriculturists. I 
suggest this industry because it is very old, cheap and economical. Other industries 

may be left to the taste of each individual . 

The establishment of co-operative or industrial banks will for the present do to 
secure working capital for such enterprises. 

Part H.— Small urban industries. 

Question 1. — ^The cottage or art industries are financed either by the artisan him- 
self, or by taking loans from moneylenders, or by taking materials from dealers in 

those articles, e.g., the Jolaha or weaver purchases thread for cash or on credit from 
merchants. 

If the artisan is a man of note, his wares are disposed of at his own place, but 

in ordinary cases he has to go out hawking or to bring them to some neighbouring 

market. 

I think no part is played by either middlemen or large dealers in my area. 

Question 6. — Industrial banks would greatly help the financing of small industries. 
In my opinion either a co-operative or joint-stock bank would do but a joint-stock bank 
will be more appropriate. 

Such a bank should issue loans to artisan S(X‘.ieties as well as to individual arti- 
sans or firms, according to the status and circumstances of each case. 

Question 6. — Sales associations, d^p6ts or emporia would assist in the disposal of 
wares. They should be organised, financed and managed either by unofficials or by 
'Government, but in either case there should be direct supervision of Government. 
Without Government control nothing would be done. 

II. — ^Indigenous banking. 

A. — Organisation of indigenous hanking. 

Question 1. — Only a few individuals deal in hundis and moneylending so there is 
<mlv one class of indigenous hankers. They deal in hundis and lend money but seldom 
receive deposits. 

They adopt the old method of keeping accounts, etc. They do not work on the 
modem system of banking. 

Indigenous bankers also do other business. Some of them deal in grain, some sell 
clothes, others make bricks and do zamindari and cultivation work. Moneylending is 
their principal business and the others subsidiary, 
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Question 2. — Indigenous bankers simply advance money on interest to agricul- 
turists, traders and artisans, and if some deal in raw materials, e.g., cotton, cotton 
thread, etc., they give these materials also on credit. 

Question 6. — ^Indigenous bankers keep two books in general, one for daily income 
and expenditure, and the other for separate accounts of each client, called hahikhata* 

G. — Advances by indigenous hankers. 

Question 1. — Indigenous bankers advance loans on the* execution of (i) pro-notes, 
(ii) simple money bonds, (in) mortgage-deeds, but in certain cases they simply get the 
signature of their clients on their hahis. 

These loans are some for short periods and some for long periods. 

Generally, loans are advanced on personal security, but in certain cases they are 
given on the security of land, houses, other immoveable property, e.p., groves, etc., crops 
cattle and ornaments. 

The rate of interest varies from 12 per cent, to 26 per cent, according to the 
status and personality of the individual client. 

Question 2. — The agriculturist has to pay interest usually at 25 per cent., but in 
certain cases even up to 37 J- per cent. In the case of grain the charge is from 26 per 
cent, to 50 per cent. 

The rate of interest may be reduced either by mutual consent or by legislation; 
a fixed rate of interest may be decided. 

In my opinion if the agriculturists have direct dealings with banks, they would 
be greatly benefited. 

E. — Defects of indigenous banking. 

Question 1. — The public views indigenous bankers with favour and respect, and 
consider their existence necessary in the absence of better banking organisations. 

Question 2. — ^I do not think that indigenous bankers experience any legal or other 
difficulties in carrying on their business. The only difficulty is in the way of realiza- 
tion of debts when they have to go to the law courts. The process of execution is so 
expensive and complex that one thinks it better not to sue for small amounts. 

Question 3. — ^Indigenous bankers are not sufficiently protected by law and require 
additional privileges. 

Question 4 — I do not think there are any defects in the dealings of indigenous 
bankers with their clients other than the high rate of interest taken from the clients. 
The only remedy is the establishment of banks where money may be advanced at low 
rates of interest, or by legislation to reduce the rate of interest. 

Question 6. — Sometimes indigenous bankers cannot meet the demand for want 
of insufficient funds. 

They may be allowed special facilities in borrowing from the Imperial or other 
banks at low rates of interest on giving sufficient securities. 

G. — Consolidation of indigenous banks. 

Question 1. — There is little chance of consolidating the indigenous banking system, 
but improvement is possible if indigenous banks are given facilities for getting loans from 
the Imperial or other banks, e,g., low rates of interest, and special privileges in the 
matter ol realizations. But they should be asked to charge low interest and this should 
be prescribed by legislation. 

Question 2. — Of course, indigenous banks would secure an increased clientele if 
they are recognized by Government, because, in that event, their dealings will be 
methodical and people will have more confidence in them. 

Question 2-i.— It is very desirable to set up a class of registered moneylenders 
with sj^ecial facilities and privileges and under the control of the Government. The only 
restrictions that may be imposed on them are to ask them to charge the prescribed or 
fixed rate of interest from their clients. In the present state of society it is not desirable 
to restrict their lending for productive purposes only. 
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Question 3.— I think indigenous bankers will look upon measures designed to re* 
gulate their operations with suspicion, simply from sentiment rather than from principle^ 
but legislation will improve matters. 

Question 4. — I do not think that there are times when money lies idle in the 
hands of indigenous bankers, because they have various subsidiary businesses wherein 
they invest the money. 

Question 5. — The indigenous banking system in my locality is not connected with 
the principal money markets, but I think it is desirable to create such a connection. 

I think either the establishment of a local joint-stock bank with a local directorate 
in every district where at present there is no branch of a joint-stock bank, or the 
establishment of a bank on what are known in Germany as “Commandit” principles will 
be a suitable method to create the required connexion. 

In the case of a local branch of a joint-stock bank in a small centre, it may be 

made to keep sufficient money for local requirements before sending the deposits to head- 

quarters. 

So far as my district Sultanpur is concerned a joint-stock bank will attract enough 
business. 

I do not think the establishment of a Central Beserve Bank in the present circum- 
stances necessary, but after seeing the working of the banking system suggested, one 
may be established in future. 

i ?. — Defects in statutory and customary law regarding recovery of debt. 

Question 1. — The statement referred to in the beginning of this question is absolutely 
true The locality of courts is at such distances that moneylenders prefer to forego 
small debts than to go to court on account of the heavy expenses incurred and which 

do not form part of the costs in the suits. 

Bribery is so prevalent amongst the low officials, from the peons to the readers 
and munsarims, that it is difficult to realize the amount of decree through the courts 
without incurring heavy expenses. The litigants have to gratify all subordinate officials 
concerned in the execution of decrees, and even in so doing they are not quite sure of 
realizations. If immovable property is put up to sale, the process is so tedious, expen- 
sive and lengthy that decree-holders seldom resort to it. ^ 

After decree judgment-debtors make various applications in execution proceedings 
simply to harass the decree -holder and to delay executions. 

The remedies are — 

(ij) either the debts may be realised like government revenue by the law courts 
exercising, of course, all the powers of a collector. An application with 
a copy of the decree is enough for the process ; 

(ii) or creditors should have a lien over the property of the debtors after the pay- 
ment of the rent, e.g., crops, trees, houses, etc. 

Question 2. — ^I agree with the conclusion of the Boyal Commission on Agriculture 
in India in so far as the courts are given discretionary powers to open old transactions, 
and though the Usurious Loans Act is not a dead letter, the courts in most cases exercise 
wrong discretion in these matters. 

The discretionary powers given to courts give ample power to misuse them and 
hence serve as obstacles in performing their duties with justice and fairness. Communal 
feelings amongst the officers even, with of course few exceptions, and human weakness 
to partiality, are great obstacles in the exercise of just discretion. 

For the present there should be hard-and-fast rules for the courts to follow, e.g., 
fixed rate of interest, and the particular cases in which the old transactions may be 
reopened. 

III.— Investment habit and atteaotion of capital. 

A. — Encowragement of saving and investment habit. 

Question 1. — ^In my district there are (i) one co-operative town bank, with an 
authorised and subscribed capital of Bs. 5,000, and (ii) the district co-operative bank. 
Neither of them meets the present demand of the district. For want of sufficient capital 
clients have to go unheeded. 

Mb. Baghtjnath I^rasad. 
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The establishment of a new bank, or an additional capital of Bs. 4,00,000, will 
/meet the requirements. 

Question 2. — ^The existing means of encouraging the habit of saving and investment 
^e (i) post office savings banks, (ii) co-operative banks and (iii) indigenous bankers. 

They provide full facilities to the public, but the low rate of interest paid by post 
‘Office savings bank is a drawback. 

In my opinion an extension of such institutions outside trade centres is essential 
/to encourage the habit of saving amongst the agriculturists. 

Question 3. — The people in my locality are not in the habit of investing in gold 
or silver. 

Question 4. — think postal cash certificates are popular in my district. 

Their popularity may be encouraged by (i) enhancing the interest, and (ii) some 
interest sliould be allowed even if the client withdraws his money after three months. 

Question 4-A. — People in this country are shy of investing their money in banks 
or other institutions, and as the rate of interest prevalent in the villages is so high people 
will not resort to a national savings’ movement because they would get little return 
for their savings, say 6 per cent., whereas they would get 25 per cent, at least if they 
lent their money in villages. Hence, in my opinion the national savings movement JS 
not desirable in the present circumstances. 

Question 5. — I consider the post office savings bank affords adequate facilities for 
investment. In my opinion a little enhancement in the interest will make it more 
\popular. 

Government servants the educated public, traders and merchants, and private 
employees take advantage of the various facilities for investment offered by the post office. 

To attract those classes that do not resort to this type of investment I would 
suggest propaganda either through government officials or private association^ 

Question 6. — I consider the allegation that the rates of interest on postal cash 
certificates and treasury bills are so favourable as to create competition between Govern- 
.ment and banks in attracting money, is true. 

I think such competition not only healthy but essential to induce other banks to 
create more confidence in them by the public. 

Question 8, — People have little faith in the working of municipalities and it would 
not promote the savings habit if they were to afford savings bank facilities. 

Question 9. — Government, the Imperial Bank of India and other banks serve as 
middlemen between the seller and the purchaser. 

For small agriculturists and investors securities should be issued of small valua- 

’tions. 

Question 10. — Some facilities are afforded by banks in the matter of sale and pur- 
• chase of securities, other than government securities, by helping the parties in the 
transaction of purchase and sale. 

Question 11. — Some people invest the money surplus to their normal expenditure in 
ornaments for their females; some in land; some in grain, and others in the lending 
'business. 

They keep the money with them or in post office savings banks, and those who do 
neither of the above hoard it underground. 

Question 12. — In prosperous years agriculturists either keep the produce with them 
till a more favourable time for disposal, or, if they sell it, they keep the money with 
them. 

They lend to fellow farmers on the terms prevailing in the vicinity. 

On an average in a well-to-do village the amount of money with agriculturists 
does not exceed Rs. 2,000. The major portion of it remains with the well-to-do farmers. 

On the whole the capital is increasing. Well-to-do farmers are better off because 
‘they can resist the consequences of famine and drought. 

Question 13. — ^I agree with the allegation that in India the banking and investment 
'habit is of very slow growth because people in this country are in the habit of hoarding 
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their money underground, and the majority still have no idea of the banking system cr* 
its advantages. Also, they have little confidence in banks. Some of them do not like 
that others might know the amount of their capital, and they also do not like that their 
real status may be known to others. 

People should be educated to invest their savings in productive undertakings by 
holding meetings, conferences, distribution of leaflets and other propaganda. 

B. — Cheque habit. 

Question 1. — ^The cheque habit is growing slowly in India. 

Question 3. — Educated people, traders and merchants use cheques. 

C. — Vernacular scripts in banking. 

Question l.—As the country is attaching more importance to vernaculars, and 
English is being given secondary place in educational activities, I think the introduction 
of vernaculars in banks will be beneficial. 

Question 2. — I think Nagri is the most complete and efficient vernacular, but even^ 
the introduction of Urdu will do. 
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'Ral Sahib Baba CHIRANJI LAIi, B.A., Managing DiieotoVr 
Co-operative Bank, Etawah. 


Replies to the questionnaire. 


Introductory, 

The agriculturist may be divided into two classes — 

(1) The landlords. 

(2) The cultivators and their helpers in cultivation. 

The landlords form but a small minority; they are generally literate or at least: 
possessed of sufficient intelligence so as not to require much looking after. They' 
borrow their capital from (1) indigenous bankers, (2) joint-stock banks, and also (3> 
from each other. As they have property to offer as security, they are able so long as- 
their property is not sufficiently encumbered to obtain loans on rates of interest which, 
may not be deemed to be excessive, but which at the same time are not sufficiently low 
to "make it possible for them to improve their property or take up any other profitable 
works to increase their income, or even to pay off the debt easily. In most cases the- 
interest and compound interest go on multiplying and with the increase in indebtedness^ 
the rate of interest they are required to pay on subsequent borrowings or renewals 
of their old debts, also keeps on increasing. A succession of bad years, moreover, due* 
to an irregular and inadequate rainfall, has greatly added to their indebtedness in 

late years, so that the demand for money now exceeds the available supply and a very 

appreciable rise in the rate of interest has been the consequence. To save the land- 
lords from ruin it is necessary to provide at an early date an agency which may 
command sufficient funds and may lend them out on a very moderate rate of interest 
with repayments in easy instalments spread over a sufficiently long period, and which 
may also be able to advise and even help in arranging repayments by taking over ther 
management of their properties if necessary. 

The cultivators and their helpers who form by far the largest majority and con- 
stitute in fact the backbone of. India, as it is purely an agricultural country, are un- 
fortunately in the most deplorable condition. They are extremely poor, generally 

illiterate and quite ignorant. Their whole attention at present is engrossed only in how 
to manage to live ; most of them have not even a realisation of their real requirements- 
such as (1) supplementing and improving their live-stock so as to make it the means 
of increasing their outturn from cultivation as well as a source of additional income; 
(2) providing themselves with improved agricultural implements ; (3) adding to their 
irrigation sources by construction of pakka wells, etc., and improving their holdings m 
other ways; (4) procuring good seeds, manure, and fertilisers in sufficient quantities; 
(5) taking up auxiliary small industries which can be carried on along with cultivation, 
etc. Even if in good and prosperous years they get anything over and above their 
immediate requirements they usually waste it in amusements, pseudo-religious functions 
or useless litigation, or at best in lending out to needy cultivators to be wasted later 
on. 

The sources available at present for obtaining their capital from are : — 

(1) The government ^qaviy 

(2) the co-operative banks, 

(3) moneylending landlords, 

(4) well-to-do cultivators, and 

(5) village mahajans or heoharas. 

The first is almost negligible as, in normal years, the cultivators rarely resort 
tc it because of the difficulties they have to encounter in obtaining it, chiefly owing 
to their iliteracy and extreme ignorance. 

The operations of the second are restricted to but a small portion of the district 
and even in it to but a portion of the residents; moreover, they have to work under 
certain other disabilities which prevent them from proving really useful. 

The number of moneylending tenants also is very small and they are no better 
in rapaciousness than the village mahajans who are the chief supplier of capital and who 
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dharge very exorbitant rates of interest, viz. 24 ,to 48 per cent., the higher rates pre- 
dominatmg greatly. TEeir loans moreover, are usually for a very short time only, 

i.e., from crop to crop; and in calculation of interest, valuation, etc., -when advances 
and repayments are in kind, all sorts of expedients are resorted to, to the prejudice of 
the borrower, so that the cultivator’s whole outturn is absorbed and still the debt 
continues to hang heavy over his head and crush him down. In this the lenders also 
are not very mudi to blame; the cultivators have no real property or transferable rights 
to offer as security, even their holdings are liable to ejectment for arrears of rent and 
irrigation dues and can also be relinquished voluntarily at any time; cultivation, 
moreover, is mostly dependent upon rainfall which is frequently irregular and inadequate. 
The lender has therefore to be very careful, specially as he has no real influence or hold 
upon the borrower except what he can do through civil courts the machinery of which 
is very cumbersome and expensive. His means also are limited and he has often to 
lose considerable sums through irrecovery from insolvent and dishonest borrowers and 
he naturally tries to get what he can and while he may from those under his grip. 

What is really needed is an organised, sustained and vigorous effort on a very 
■big seals for bringing about an all-round improvement in tjhe condition of the agriculturists 
(provision of a cheap, long-term and sufficient capital forming a subsidiary, though 
,a iK'cessary, part of it) in which both the agriculturists and the Government must join. 
W'lth this object an agriculturists’ association should be established in each district 
with its membership open to all eligible agriculturists with the Collector of the district 
Its Chairman and all departments which can conduce to the well-being of the 
agriculturists represented on its governing body. It should have a separate executive 
^committee for each of its principal activities, viz. : — 

1. Health and sanitation; 

2. Education, social, and moral improvement; 

3. Agriculture and storing and marketing of outturn; 

4. Cattle-breeding, ghee, butter-producing, etc. ; 

6. Consolidation of holdings; 

6. Auxiliary small industries; 

7. Financing of cultivators and their labourers; 

8. Financing of landlords, etc. ; 

-and should have a branch in each village with corresponding sub-committees or co- 
operative societies as each activity may demand, along with a village panchayat for 
deciding disputes and petty suits and cases. In this note I will confine my further 
remarks to its financing activities only. 

The existing district co-operative banks should serve as its committee for financing 
the cultivators by organising and establishing co-operative credit societies in all the villages. 
They will certainly need to increase their capital very considerably to finance the whole 
district — for Etawah alone something about 15 lakhs will bo required — but it should 
not be difficult to do it with the active help of the Government : their share capital 
can be suitably increased, deposits invited on more attractive terms, and 
a substantial help taken from the Government in the shape of loans and subsidies. 
When the outlet for private capital is greatly restricted by the banks’ activities that 
capital is sure to be diverted towards increasing the banks resources. 

For the satisfaction of the Government as well as for inspiring greater con- 
fidence in the public their accounts should be audited every year by a government auditor. 
At the same time they should be authorised like the Court of Wards department to 
ascertain by notifications in the government gazette, district gazette or other approved 
local paper the liabilities of its members with a view to settle them off; their loans 
should be made to have preference after rents and irrigation dues and their decrees should 
be made realisable by the Collector as arrears of revenue on a requisition from the Manag- 
ing Director of the bank. Their connexion with the Co-operative department must 
continue as at present with necessary modifications which will be of a very minor 
nature. 

As in this way the banks will work side by side with various committees men- 
tioned above all needs of the cultivators — agricultural, physical, social, moral, intellectual 
and economic — ^will receive due attention; and, as they will have the co-operation of 
all departrients m'der the direct help and guidance of the Collector, who among the 
.officials commands \he greatest influence with the masses, and at the same time their 
activities vsrill extend practically to the whole village, they are bound to prove more 
successful than has been the case till now. 
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Financing of landowners cannot be done on co-operative lines nor is there any 
:necessity for it; it cannot therefore be entrusted to co-operative banks. Some other 
.agency is needed. District mortgage banks seem appropriate but they are not likely 
to be successful : they will not have sufficient business and large idle balances will be 
irequent unless they are authorised to undertake other banking business which will 
involve them in an undesirable competition with other commercial banks. It will also, 
1 am afraid, not be possible for them to raise their own capital, as the capital available 
locally will barely suffice even to meet the requirements of the co-operative banks. A 
State department doing the business through the Imperial Bank with the assistance of 
boards, in each district composed of officials and non-officials, will be the best solution. 
These boards may consist of the Collector as Chairman, one deputy collector, the sub- 
agent of the Imperial Bank, the Special Manager, Court of Wards (where there may be 
one) an ex officio members, and five to seven other non-officia members elected by the 
governing body of the agriculturists’ association. Failing it a provincial mortgage bank 
with a working capital partly subscribed in shares, partly raised in debentures, partly 
•contributed by Government as a temporary advance, and with branches in each district, 
may do. Etawah district alone will probably require eight to ten lakhs though not 
all a,t once, and at this rate the requirement for the whole province will amount to over 
four crores; but it will be spread over many years and will not prove difficult to arrange 
for, as most of the private capital at present locked up with the indebted agriculturists 
will become free and will naturally be diverted towards financing the new agency. Issue 
of debentures canying si/C per cent, interest income-tax-free under a government guarantee 
and left open for being taken up for a sufficiently long lime will bring it in; the loss 
to the (Government, if any, will not be much and it will be more than compensated for by 
the income in other ways that it will lead to. From the landowners a general rate of 7J 
-per cent, interest may be charged on their borrowings which, with the principal, may b6 
made repayable in fixed easy half-yearly instalments spread over twenty to thirty years. 
On overdue instalments an additional charge at IJ per cent, may be made as a penalty 
to encourage punctual repayments. Stamp duty and the encumbrance certificate and 
registration charges may be reduced by half, and the process of foreclosure and sale 
in the event of non-payment may be simplified. The proposed mortgages should also be 
notified and power to manage the defaulting estates vested in the boards referred to above. 

It is only when something is done on the lines suggested above so that along 
With a check and sufficient capital a sympathetic and influential guiding and educating 
agency also is provided, that real good can be expected to result. 

I. — ^Agricultubal credit and credit facilitibs. 

Part A, — Agricultural borrowing for purposes of production. 

Question 1. — The agriculturists in this district (Etawah) usually borrow from : — 

(1) Government, 

(2) Co-operative bank, where there is one, 

(3) Zamindars doing moneylending business, 

(4) Other tenants who have any money to spare, and 

(6) Village mahajans or heoharas. 

The purposes and proportion of borrowings are given below : they are based 
upon figures collected from co-operative societies for the yea^s 1927-28 and 1928-29 : — 



Oo-operative societies’ figures. 

Average 

figures 

■ 

1927-28. 

1928-29. 

for 

normal 

years. 

(i) Repayment of earlier debts . . 

1 3-0 

2*5 

5 

(ii) Payment of accumulated interest 

(iii) Marriage and other social functions 

5 

•r, 


2 
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Co-operative societies* figures. 

1927-28. 1928-29. 

Average 

figure 

for 

normal 

years. 

(iv) Famine and other kinds of distress 

, , 

. . 

* . 

(v) Payment of land revenue or rent 

67-0 

57*0 

65*0 

(vi) Seed . . 

•75 

18*0 

8*0 

(vii) Manure 




(viii) Expenses of cultivation 

f 2*76 

2-0 

3*0 

(ix) Agricultural implements 

y 



(x) Litigation 

.. 

• • 

1*0 

(xi) Purchase of plough or other cattle 

28‘0 

13*0 

18*0 

(xii) Sinking of wells . . 

• • 

*75 

1 

(xiii) Buildings of tanks 


.. 

•• 

(xiv) Other agricultural improvements 

•• 

• • 

•• 

(xv) Subsistence 

1 

1 

1 

(xvi) Miscellaneous (including business) 

7 

3*5 

1 

5 

i 


The proportion in which the debts are obtained from the different agencies varies 
greatly in different localities and in different conditions. It cannot be exactly stated 
without collection and compilation of necessary statistics. Koughly, the borrowings from 
the Government in normal years are extremely small; co-operative banks’ operations are 
confined to a few villages in the district and even in them to a small number of residents 
in them only, as many yet fight shy of the principle of joint responsibility and do not 
join while some who are already heavily indebted and past redemption are excluded by the 
bank ; the number of zamindars doing the business as also of well-to-do cultivators 
who have any money to share is not very large. The biggest suppliers of capital at 
present are mahajans and heoharas. For this district the following figures may pro- 
bably indicate the proportion for normal years : — 

1: 2: 30: 20: 47. 

Debts for seed and subsistence given by the zamindars, cultivators, or village 
h'anias are generally in kind ; the rest are in cash. 

Ten to one may indicate the proportion of loans in cash to loans in kind. 

The loans from the village hania who is the principal moneylender are generally 
for short terms only, i.e,, are repayable from crop to crop. The loans from other 

agencies are for short terms for seed and subsistence only; for other purposes they are* 
for longer terms; 3 to 2 may indicate the proportion between short-term and long-term 
loans. 

Question 2. — ^For cash advances the usual rates of interest are : — 

Government ... ... ... ... 7 per cent. 

Co-operative bank ... ... ... ... 12 ,, 

Zamindars ... ... ... ... from 18 to 24 per cent. 

Village hanias and cultivators ... ... ... 24 ,, 48 ,, 

The interest on cash loans is generally calculated with six-monthly rests. Cash 
loans are also given by mahajans and cultivators on the instalment system under which 
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Bs. 12 are recovered for Bs. 10 in monthly instalments of Be. 1, payment commencing' 
immediately, which gives to the lender about cent, per cent, interest. 

For loans in kind for seed the “stttoai” system is adopted except by the co-operative 
bank, i.e., the value of the seed supplied is calculated by market rates at th-e time of 
supply; to it is added 26 per cent, thereof for interest; and for the amount so obtained 
grain is taken when the outturn is ready at the market rate prevailing at the time of 
repayment. 

For loans for subsistence the same procedure is observed as for seeds, while the 
loans for milk cattle, especially for she-buffaloes, are recovered in ghee on the calving 
of the cattle, at rates which fetch to the lenders 30 to 40 per cent, interest. 

The rates charged except by the Government and the bank are exorbitant. 

Qvbstion 3. — In the borrowings for seed the whole outturn is morally deemed to 
be mortgaged though there is no legal liability for other loans ; no security is generally 
taken bui sometimes houses, ornaments and trees are mortgaged and sometimes loans are 
obtained by sub-letting holdings; standing crops are mortgaged very rarely. 

The need and distress is general, but those who have any security to offer obtain 
loans easily and are the most heavily indebted ; the occupancy tenants come after the 
landlords and the non-occupancy tenants the last. 

Question 4. — The usual method of enforcing payments is to get together a number 
of village people and to demand payment in their presence as generally the cultivators, 
so long as they can afford it, do not like to be called dishonest. Sometimes recourse ia 
had to civil courts. The latter method is now on the increase. 

Both in the grant and re-payments of loans in kind the rates applied are stretched 
in favour of the moneylender which adds to his income by about 10 per cent. In most 
of the villages the prevailing market rates are correctly known to the cultivators as 
communications between the markets and their own village or neighbouring villages 
are almost constant. 

Question 5. — Sufficient advantage of facilities provided by the Agriculturists Loans 
Act and Land Improvement Act is not taken. 

Taqavi advances from the Government are not taken largely, first because in 
spite of the precautions taken by the Government the cultivators on account of their 
illiteracy and ignorance are subjected to a heavy toll in obtaining them, and, secondly, 
because they cannot manage to evade or delay re -payment when it falls due and 
are sometimes very hard hit. 

The borrowings under the Acts in years of secanty and famine far exceed the 
borrowings in normal years because in those times the cultivators cannot do without them. 

Direct dealing by the Government with the individual borrowers who are quite 
illiterate and ignorant is responsible for the difficulties stated above. They can be over- 
come by extending the activities of the co-operative banks to all villages as suggested 
in my introductory note, and making all such advances through it. 

Question 6. — Combination is sometimes resorted to in the growing of sugarcane 
crops only which involve considerable expenditure and. looking after. Its extension* 
is both desirable and possible but an agency like the one suggested in my note is needed 
to educate and guide the cultivators. 

Question 7. — The present system of agricultural borrow’ ngs is highly detri- 
mental to the interest of the cultivator; it is, in fact, ruinous. Besides making him pay 
porbitant interest which involves him more and more in debt, it does nothing towards 
increasing his producing capacity. So long as sufficient capital on easy terms with 
repayments extending over five to ten years along with a suitable agency to control and 
^uide its utilisation is not provided, no improvement is possible. 

Part B . — Agricultural borrowing for purposes of marketing. 

Question 1. — The outturn from crops is brought to market by — 

(1) the cultivators themselves, 

(2) persons who have made it their business ,to purchase in the villages and 

sell in the market. 

There is, so far as I am aware, no variation in the methods whether tlie crops be 
those mainly used for domestic consumption or those mainly sold in the market. 

Question 2. — Advances for fetching the outturn to the market are taken usually 
by persons mentioned in my answer to question no. 1 above from commission agentSi 
Rai Sahib Babu Chiranji Lal. f 



( 300 ) 


'{arhaiias) to whose shop the outturn is brought by them, but they are limited to small 
MSums; usually no interest is charged on such sums but those who take them are under 
‘moral obligation to bring grain, etc., for sale to the shops of the givers of advances. 
No other financing is in practice here. 

The co-operative bank at present only lends money to cultivators to enable 
them to retain their outturn and market it when suitable, but it contemplates forming 
shortly co-operative societies for marketing, and is educating its members with that object. 

Question 3. — The cultivator in marketing his crop has not to pay anything to the 
local moneylender or the broker. He has to pay to the commission agent at different 
rates for different commodities, viz. : — 

(1) ghee in bulk, 8 annas per cent. ; 

(2) kapaSf i.e., unginned cotton, 12 annas to Be. 1 per cent. ; 

t3) other grain and oilseeds, 12 annas to Be. 1 per cent. ; 

'(4) for potatoes, ghee in small quantities and other miscellaneous articles, 8 pi s 
per rupee; 

(5) on hhusa, wood and similar articles, 1 anna per rupee. 

TTo the beopari he has to pay as under : — 

(1) On kapas, 2| chattacks per maund out of which 6 pies per rupee is refunded 

to the cultivator. 

(2) On wheat and oilseeds, IJ chattacks per maund as jhori\ on barley, maize, 

etc., 2^, chattacks per maund as jhori with 3 pies per maund for palledari. 

^hese charges are, in fact meant for expenses incurred by the heoparis. 

The other incidental charges are : — 

(1) Por cHarity fund, 6 pies per cent. 

(2^ About 7 seers per cartload of grain and kapas and J seer per maund on ghee 
are charged for the menial staff of the commission agent. 

(3) Nine pies per cent, are charged on ghee for ghee association. 

Questioyi 4. — The cultivator stores grain in khattis^ i.e., underground kachcha 
circular cavities like a half-dug well, narrow at the mouth but broader as it goes down- 
xvards, and lokharies^ t.e., half underground and half above-ground open cellars built 
iu any loom or verandah Pakka rat and dam-proof stores of the approved pattern will 
'throve better, but they are too costly to be contemplated at present. 

In the market grain is stored in khattis and godowns. In khattis . the lowest 
portion is usually damaged and in godowns shortage through thefts is not infrequent. 
For improvements, see my answer to question no. 6. 

Question 5. — The grain stored in the markets is used as security by the storers and 
■speoulaTors in grain who generally deposit one-fourth of its price, the rest being met by 
the arhatias or banks. 

Question 6. — The system of licensed warehouses followed in the United States of 
America seems quite practicable for India. Its introduction will not only facilitate 
transactions but also ensure safe storing of grain by leading to the construction of proper 
warehouses. Government assistance in the manner given in America will, of course, 
be necessary. 

Question 7. — Cultivators do not at present combine to market any crops but the 
introduction of the practice is likely to prove very useful. The Etawah co-operative 
bank contemplates starting it. 

Part C . — Extent and nature of agricultural indebtedness^ 

Question 3. — As the result of enforced payment of debts ownership of land is 
passing from the agriculturist classes to moneylenders and efficiency is certainly affected 
as the original owners used to do farming themselves and cared for their lands, whereas 
the iook-out of the new owners is only to get the highest rent from them and the lands; 
<-onsequently the lands are let frequently to less efficient and such cultivators as can-‘ 
not afford to spend anything on their improvement. 

Questions 4 to 6. — ^These points have been summarily dealt with in my introductoiy 
•note. No exact estimate can be given. The indebtedness of the land-owning classes is 
due to— - 

(1) Bise in the standard of living. 

(2) Bise in prices of commodities. 

(3) Frequency of unfavourable years. 

(4) Decrease in income from additional sources. 

(5() Deterioration in the productiveness of land. 

SThe amount due to each cause cannot be given separately. 
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Part D. — Credit facilities in respect of agricultural production and marketing. 

Question 1. — ^In respect of crop production, help is given only by the co-operative^ 
bank, the zamindars and the professional moneylenders in the shape of seeds and cultiva- 
tion expenses. 

The existing facilities are quite inadequate. My suggestions for their improvement; 
are embodied in my introductory note. 

The present system, excepting the part played in it by co-operative banks which 
is insignificant, is simply ruinous as it takes away a very substantial part of tho’ 
cultivator’s outturn. Extension of help through co-operative banks will go a great way 
to remedy the defect. 

Question 3. — ^None of these agencies render any help towards marketing of crops. 

Formation of co-operative societies in villages and the establishment of selling 
agencies in the market under a body like the co-operative bank the aim of which is 
2 urely the cultivators* welfare is necessary. 

Question 6. — ^For agricultural finance generally something in the neighbourhood^ 
of 16 lakhs will be needed for the cultivators in the Etawah district; for landowners 
another 8 to 10 lakhs will be required. The estimate for cultivators is based on the 
transactions of the co-operative bank with them and may be taken as fairly accurate, that 
for landowners is only a guess based on a consideration of their known indebtedness. 

Part E. — Land mortgage hanks. 

Question 1. — Landlords can obtain long-term loans to the extent of the capacity 
of their landed property which differs in different localities, and is also influenced by the- 
gereral condition of the landlord and his personal credit. Ten to fifteen times the land’ 
revenue may be taken as an approximate estimate of the amount of loans they can obtain. 

Occupancy tenants’ loans vary with the extent of* their holdings and the value of' 
their live-stock and their personal credit. In the case of other tenants long-term loans 
arc rare and are given in small amounts by those only who have some hold on them. 

Question 2. — Large amounts for long terms can be had only on the mortgage of 
landed property; small amounts can be obtained on pronotes, simple deeds or htindis. 
Personal factor plays a great part. 

Question 3. — ^Non-transferability in the case of tenants certainly acts as an impedi- 
ment to long-term credit and also increases the rate of interest. 

Question 4. — Occupancy right alone does not serve as an adequate security unless 
the holding is sublet with the consent of the landowner. 

No modifications of the existing law seem desirable. If the holdings are made trans- 
ferable they will in many cases soon pass into the hands of moneylenders as happens 
in the cases of village property. What is necessary is to increase the cultivators’ sources 
of income and also to increase their- credit by making them members of co-operative credit' 
societies. 

Question 5. — A State department with a board in each district composed of officers 
and non-officials and failing it a provincial mortgage bank will solve the problem of" 
long-term advances. 

Question 6. — The institution referred to in my preceding answer should devote 
itself to the financing of landowners only; the supply of credit to the cultivators should be 
entrusted to co-operative banks. 

The working of the two agencies should be unconnected except in the matter of 
utilisation of surplus funds. 

If a provincial mortgage bank is established it should have some share capital 
of its own; the rest of the funds it may require should be raised by issue of debentures 
carrying a government guarantee. For Etawah district alone from eight to ten lakhs 
will probably be required. 

Part of the share capital as well as of that to be raised in debentures should be 
available for subscription by the general public and part earmarked for the agric^ulturists 
and made available for a much longer period. If the share capital and debentures are 
not taken up immediately by the public the deficiency should be made good by a temporary 
loan from the Government. 

The maximum period of loans advanced bv the bank should be 30 years and the 
margin between the amounts of loans and value of lauds should be such as may be- 
sufficient to cover the amount with interest and the expenses incidental to recovery,. 
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-Hiakiiig at the same time an allowance for the possible depreciation in the value of the 
mortgaged property. It will necessarily differ in different districts; ordinarily it may 
be between 10 to 15 times of the land revenue. 

It should obtain its working capital from — 

(i) sale of shares, 

(li) sale of bonds or debentures, 

(iii) temporary loans from the Government. 

Tcbentures should carry government security both for principal and interest. 
They snould be available for a sufficiently long time as they will be in requisition 
greaiiy after the private capital at present locked up in mortgages is released. The bank 
may meet its requirements in the meantime by a loan from the Government. The deben- 
tures should not necessarily rank as trustee securities. 

Under the above proposal the Government will not be put to much loss, if any, 
and it will be more than compensated for in the increased prosperity of cultivators which 
will add to the government income in other ways. 

The registration office should issue certificates of encumbrance at a nominal 
charge. Stamp duties, registration charges and court-fees should be halved. The pro- 
posed mortgages should be notified in the district gazette and in its absence in any other 
local paper having the largest sale, and also in the village or villages shares of" which 
are proposed to be mortgaged. Some simplification of the present process of foreclosure 
and sale in the event of non-payment is also necessary. The bank should not undertake 
management of defaulting estates but a separate association should be formed from 
among the zamindars which may take up this business on the recommendation of the 
bank. 

Co-ordination of provincial land mortgage banks does not seem necessary. 

Question 7. — In this district sales are generally made of village shares and valuation 
is based upon their profits; sales per acre are very rare and when made the valuation is 
based upon the situation of the land and the quality of its soil rather than upon the 
crops grown. 

Forced sales, by government auction or under a court decree, generally fetch a 
lower price than that obtained by private negotiation because the one is compulsory and the 
other optional, which makes a world of difference. 

In this district the valuation is generally based on profits i.e,, excess of rents 
over revenue paid to the Government and varies from Es. 3 to Es. 6 of every Es. 100. 

Part F, — Co-operation, 

Question 1. — The co-operative bank in this district has no relation with any joint- 
stock bank or indigenous bankers except that it keeps its cash balances and current 
account in the Imperial Bank. 

There is no competition, as the sphere and nature of the operations of the co- 
operative bank are quite distinct from those of other banks. 

Question 2. — ^If by co-operative societies the co-operative bank is meant, it does 
not need to raise short-term capital and does not experience any difficulty in naising 
long-term capital. If village co-operative societies are meant, they are provided with 
as much short and long-term capital by the co-operative bank as can be done with safety, 
and it is generally enough for their immediate requirements. 

Question 3.— The capital available is sufficient for the present financing of the 
co-operative movement in this district. 

Question 4. — succession of unfavourable years leading to general distress has 
intensified the demand for the extension of the co-operative movement as a money- 
lending agency and consequently village co-operative credit societies can be multiplied 
to any extent. 

What is really wanted is a better comprehension of co-operative principles and a 
determination to work up to them and thereby bring about an all -sided improvement 
ID their conditions. This cannot be achieved by mere financial concessions. The intro- 
ductory note may be perused. 

Part H. — Small urban industries. 

Question 1.— The workers in cottage industries generally raise their own capital, 
sometimes bjr mortgaging their outturn and even house property. Some financial help 
is also Bomotimes given to some of the weavers by commission agents. ^ 
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They purchase their raw material and implements locally. Sometimes they obtain 
them from neighbouring markets of Cawnpore and Agra. 

Their outturn is mostly disposed of locally. Part of the cloth outturn however 
is exported by a few commission agents and sometimes the weavers themselves take it 
to the adjoining towns and disuse of it personally. 

The middleman or commission agent purchases from the weavers at a cheap rate 
and exports on his own account, appropriating the whole profit to himself. 

Question 2. — There are no industries in which there are karkhanas in the district. 

Question 3. — Labour on a large scale is employed here for a few months in ginning 
factories and it has to work hard there, sometimes to the detriment of the health. A 
properly organised and controlled workers’ union may improve matters. 

Question 4. — ^No co-operative artisans* societies exist in this district. 

Question 6. — There is not much scope for a separate industrial bank. The existing 
co-operative bank if assisted by the Industries department in the organisation of industrial 
societies can easily meet the requirements. 

Question 6. — An association to organise, improve and finance as well as to arrange 
for suitable raw material at proper rates, and export or otherwise dispose of the outturn 
is certainly needed for the weaving industry, as also for leather goods, both of which 
industries have great possibilities in this district. This can be done by the formation 
of joint-stock companies. 

m. — I nvestment habit and attbaotion of capital. 

A. — Encouragement of saving and investment habit. 

Question 1. — There are branches of the Imperial and Allahabad Banks and a 
District Co-operative Bank. There are also a number of indigenous bankers in this 
district. 

These credit agencies are not quite adequate even for ordinary requirements ; but 
for helping the agriculturists, in organising and improving agriculture as well as the 
existing and possible small industries, agencies like those suggested in the introductory 
note are required 

Question 2. — The existing means for encouraging habits of saving and investment 
are the post office savings banks, its cash certificates and the district co-operative bank. 
The activities of the latter are confined at present to only about 60 villages in this 
district. 

They do not provide full facilities specially to the rural population and are altogether 
inadequate. 

Associations like the one suggested in my introductory note which may undertake 
education and guidance as well as provide facilities for small investments on suitable rates 
of interest will prove of great benefit. 

Question 3. — The people do invest in gold and silver in the shape of ornaments 
but the investments are small and gradually decreasing on account of the growing 
poverty of the masses as also on account of the realisation by the educated classes of the 
wastage they entail. If calculation be possible they will not, I am afraid, amount to 
even J per cent, of the total income. 

Question 4. — Postal cash certificates are popular. Their popularity can be further 
encouraged by (i) revising the rates to the previous scale, i.e., Bs. 7-8-0 may fetch a cer- 
tificate of the face value of Bs. 10 and (ii) by making some interest obtainable after 
the lapse of three months from the date of purchase. 

Question 5. — ^Post office savings banks afford adequate facilities to the urban 
public only. To popularise them in the rural area, education of the masses is necessary. 

The various facilities for investment offered by the post office are taken advantage 
of mostly by the educated classes. Educative propaganda through the patwaris may do 
spmething to attract others though the villagers fight shy of having their money converted 
into paper. 

Question 6. — The allegation that the rates of interest on postal cash certificates and 
treasury bills are so favourable as to create competition between Government and banks 
in attracting money is in a measure true, but in the interest of the public no change is 
necessary. 


(For further evidence, see pages 804 — 808.) 
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Report of an enquiry in Yiilages Barai Bhopat and Zainpur Nagar in the Partapner 

estate, district Etawah. 


(This enquiry was conducted by Bai Sahib Babu Chieanji Lal, b.a., Managing Director^ 
Co-operative Bankt Etawah^ jointly with Babu Pbbm Nakatan, Special Manager^ Court 
of Wards ^ Etawah,) 

Our notes are short as our remarks are restricted to those points only for which 
figures could be obtained in these villages for answering the questions in Parts I A and C 
of the questionnaire. 

These villages differ from non-Court of Wards villages in this respect that the 
estate has no moneylending business there and also that it charges no interest on arrears 
of rents or canal dues which is generally charged by the other zamindars at the rate of 
2 per cent, and which goes greatly to enhance the indebtedness of the cultivators. 

The area, population and the extent of the indebtedness of the villages selected are 
given below : — 




Sarai 

Zainpur 



Bhopat. 

Nagar. 

1. 

Number of rented holdings 

75 

60 

2. 

Gross income 

.. Rs. 2,440 

2,684 

3. 

Land revenue 

.. Rs. 1,211 

1,238 

4. 

Population 

300 

400 

5. 

Total area 

. . acres. 602 

396 

0 . 

Area under cultivation 

. . „ 373 

336 

7. 

Area uncultivated 

. . „ 229 

69 

8 . 

Total indebtedness 

.. Rs. 6,711 

10,021 


The replies to the questionnaire are : — 

I. — ^Agkioultural credit and credit facilities. 

Part A, — Agricultural borrowing for purposes of production. 

Question 1. — The cultivators in these villages borrow from — 

(1) Government. 

(2) Co-operative bank. 

(3) Village moneylenders or mahajans, 

(4) Other tenants.^ 

The objects for which they borrow and the proportion of the debt due to each object 
are as follows : — 



Sarai 

Zainpur 


Bhopat. 

Nagar. 


Per cent. 

Per cent. 

Payment of earlier debts 

1*50 

. . 

Marriage or other social functions 

9*38 

10*01 

Payment of rent and canal dues 

18*97 

29*06 

Seed 

15*47 

4-72 

Litigation 

3*48 

7*99 

Sinking of wells 

1-04 

4*72 

Subsistence . . 

26*76 

22*24 

Purchase of cattle 

24*41 

21*27 

Total 

100*00 

100-00 
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The followinf? is the proportion of the debt divided between the various classes of 
lending agencies : — 




Sarai 

Zainpur 



Bhopat. 

Nagar. 



Per cent. 

Per cent. 

1. 

Government 

1*79 

1-49 

2. 

Co-operative bank . . 

8*00 

“ 

3. 

Mahajana 

84-63 

83-30 

4. 

Other tenants 

6-68 

16-21 


The exact proportion of the debt incurred in cash and grain could not be ascertained 
as the cultivators do not keep any record, but generally advances for seed and about 50 
per cent, fur subsistence are taken in kind and the rest in cash. 

About 32 per cent, in Sarai Bhopat and 26 per cent, in Zainpur Nagar is for 
short periods and the rest for long periods. 

Question 2. — ^The following rates of interest are charged in these villages : — 


Rs. a. p. 

6 4 0 per cent, per mensem ^ 

4 4 0 ' 

2 0 ** ** advances. 

2 0 0 ” > 


Sawai system which works out at about 4*4 per cent, per mensem is followed for 
loans in kind for seed. 

Bor 50 per cent, of advances for subsistence, which are in kind, the satoai system 
as above is followed. 

On all cash advances interest is calculated with six-monthly rests and on advances 
in kind one and one-fourth times is charged at the end of the first half-year; if not 
paid, interest at 2 per cent, is charged thereon and further interest is calculated with 
six-monthly rests. 

The rates of interest except those charged by the Government and the co-operative 
bank ^re certainly exorbitant. 

No other charges incidental to the grant or repayment of loans are made in these 
villages 


Question 3. — ^The loans are generally given without any security, but sometimes 
holdings are sub -let, though such instances are rare. 

It is correct to say that the better the title to land the greater the amount of 
indebtedness as the following figures will show : — 





Occupancy. 

Non-occupancy. 


No. of 

Indebted- 

No. of 

Indebted- 


holdings 

ness. 

holdings. 

ness. 



Rs. 


Rs. 

Sara! Bhopat , . 

55 

5,265 

21 

1,446 

Zainpur Nagar .. 

48 

9,161 

11 

860 

The indebtedness of 

the various classes of tenants in 

these villages 

is as below :• 




Sarai Bhopat. 

Zainpur Nagar. 



No, of 
tenants. 

Amount of 

No. of 
tenants. 

Amount of 



indebted- 

indebted- 




ness. 

ness. 




Rs. 


Rs. 

1. 

Higher castes, namely. Brah- 






mans, Thakurs and Kayas- 
thas 

5 

870 

6 

1,414 

2. 

Good agrioultural castes, 





namely Ahirs 

13 

3,111 

, , 


3. 

Market gardening castes, t.e., 
Kaohis 



13 

2,626 

4. 

Other castes, such as Ohamars, 





Bhanuks and Barhis, etc. . . 

23 

2,730 

30 

6,081 

No debt as secured on land mortgage. 
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Question 4. — The usual method of enforcing payments is to get together a numbci 
of village peopje and to demand payment in their presence, as generally the* cultivators, 
so long as they can afford it, do not like to be called dishonest. Sometimes recourse is 
had to civil courts; the latter method is now on the increase. 

Both in grants and the payment of loans in kind the rates applied are stretched in 
favour of the moneylender which adds to his income. These excess charges vary from 
half a seer to one seer. 

These villages being close to the city have constant communication with the grain 
market. 

Question 5. — Sufficient advantage of the facilities provided by the Agriculturists 
Ivoans Act and Land Improvement Act is not taken. 

Taqavi advances from the Government are not taken largely because — 

(1) They are not generally obtainable in time and according to requirements, 

(2) in spite of the precautions taken by the Government the cultivators have 

to incur extra expenses in obtaining it, 

(3) because they cannot manage to evade or delay payment when it falls due. 

The borrowings under the Act in years of scarcity and famine far exceed the 

borrowings in normal years because in those times the cultivators cannot do without them, 
as heoharas in such years do not come forward to make any advances 

Taqavi may be advanced on a more generous scale and recovered in very easy and 
long-term instalments and a stricter check may be exercised m its grant so as to save 
the recipients from unnecessary extra expenses. 

Question 6. — ^No instances have been found in these villages where, cultivators com- 
bined together to produce particular crops, but it has been noticed that they generally 
combine in harvesting and pressing sugarcane and gur -making. 

Question 7. — The present system of agricultural borrowing is highly detrimental 
to the interest of the cultivators ; it is, in fact, ruinous. Besides making him pay an 
exorbitant interest which involves him more and more in debt, it does nothing towards 
increasing his producing capacity. So long as sufficient capital on easy terms with re- 
payments extending over five to ten years with a suitable agency to control and guide 
its utilisation is not provided, no improvement is possible. 

Part C. — Extent and nature of agricultural indebtedness. 

Question 1. — The existing indebtedness of cultivators for Sarai Bhopat and Zainpur 
Nagar, two of the Court of Wards villages, is as under : — 

Rs. 

Sarai Bhopat .. .. .. .. .. 6,711 

Zainpur Nagar . . . . . . . . . . 10,021 

In both the above villages these figures have been ascertained by close and careful 
personal enquiries. The statements of indebtedness Tvere first prepared through the 
patwariSf ziladar and sarharakar, which were verified by us on the spot by personal 
enquiry from each tenant as well as from the village mahajan and other influential 
residents. 

All debt is unregistered and without security. 

The debts incurred are all against the assets generally. 

Question 2.—- The principal creditor of the agriculturists of these villages is the 
village mahajan. 

Loans advanced by the richer cultivators work out to 6*21 per cent, in Sarai 
Bhopat and 16*06 per cent, in Zainpur Nagar. 

The debts due to the various lending agencies are as under : — 




Sarai Bhopat. 

Zainpur Nagar. 



Amount of 

Percent- 

Amount of 

Percent- 



debt. 

age. 

debt.. 

age. 



Rs. 

Rs. 


1. 

Government 

120 

1-79 

150 

1*49 

2. 

Co-operative bank 

537 

8-00 

. , 

. . 

3. 

Village mahajan 

5,679 

84*63 

8,347 

83*30 

4. 

Other tenants 

375 

5*58 

1.524 

15*21 


Question 3. — ^The land and the rights in land are not affected by the enforced pay- 
ment of debt in these villages as no moneylending is done by the zamindar, 

Bai Sahib Babu Chibanji Lal and Babu Bbbm Nabatan. 



( 3)7 ) 


Report of an enquiry in Yillage Akbarpur, district Etawah. 


■iBy Bai Sahib Babu Chibanji Lal, b.a., Managing Director ^ Co-operative Bank^ Etawah,) 


A separate report has been made regarding the agriculturist’s indebtedness for vil- 
lages Sarai Bhopat and Zainpur Nagar. Those, however, are small villages owned by a 
single big landlord, and immune from the payment of interest on the arrears of rents 
and irrigation dues, by no means a small factor in adding to the indebtedness of the 
cultivator, as they are under the management of the Court of Wards which charges 
no inteiest on arrears, I now give below the figures collected for a bigger village, Akbar- 
pur, which is owned by several zamindarSt big and small, and which represents more 
truly the condition prevailing in an average ordinary village. 

There are five zamindars in Akbarpur, out of whom only one is free from debt; 
the rest are all indebted to the extent given below : — 


One 

Second . . 
Third . . 
Fourth . . 


Rs. 

40.000 

34.000 

26.000 
25,000 


Debts secured on mortgages carry interest, from 6 to 12 per cent, per annum; small 
unsecured debts from 12 to 24 per cent, per annum. 

The indebtedness of the zamindars in this village is, perhaps, greater than is the 
case generally, but there can be no question about the very deplorable condition of this 
class of the agriculturists as is sufficiently disclosed by the ever-increasing mortgages 
and frequent transfers of property by sales and auctions. 

The condition of the cultivators also is not much better. Their indebtedness is 
found to amount to Rs. 33,886 for this one village only ; a succession of very lean years 
has certainly increased it considerably at present, but even normally it is sufficiently great. 

The loans of cultivators are found to have been contracted for the following 
purposes : — 


1. 

Arrears of rents and irrigation dues 

Bs. 

. . 4,694 

or 

13*8 

per cent. 

2. 

Agricultural purposes . . 

.. 18,423 

tf 

64-6 

tf 

3. 

Subsistence 

. . 2,889 

ff 

8-6 

tf 

4. 

Social and ceremonial purposes 

. . 4,420 

•> 

13*0 


5. 

Litigation . . 

482 

»> 

1-4 

, 

6. 

Business 

. . 2,837 

tf 

8*4 


7. 

Other purposes 

141 


*5 

ff 

They 

1. 

were obtained from the following sources 

Government . . 

Rs. 

110 

or 

*3 

per cent. 

2. 

Co-operative bank 

. . 1,669 

»• 

4*6 

ff 

3. 

Zamindars . . 

. . 5,300 

t • 

15*6 

ff 

4. 

Beohras 

.. 21,636 


64*0 

if 

5. 

Others 

. . .5,263 

>• 

15*5 

f* 


^nd classify as under as regards rates of interest and the ways in which they were 
obtained : — 

1. On general liability, Bs. 27,888, or 82*3 per cent., on interest at Bs. 2, 

Bs. 3-2-0 and 4i per cent, per mensem, Bs. 3-2-0 per cent, predominating. 

2. On mortgages of gardens, etc., and sub-letting of fields, Bs. 2,645, or 7*8 
^ per cent., on interest at Be. 1-8-0 per cent, per mensem. 

3. On the security of ornaments, Es. 2,778 or 8-2 per cent., on interest at 2 

per cent, per mensem. 

4. On insta^ent system, Rs. 575 or 1-7 per cent., Rs. 12 being payable for 

mStdy monthly payment of Re. 1, payments commencing im- 

Ea! Sahi3 Babu Chibahji Lal. 
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With regard to the classes of tenants they divide as under : — 

1. Higher castes, numbering 23, Ks. 6,532 or Es. 284 per man. 

2. Kachhis who grow also garden crops, numbering 68, Bs. 18,128 or Rs. 248' 

per man. 

8. Ahirs, Gadarias and Chamars, who may be classed as other good cultivators^. 

numbering 36, Bs. 6,909 or Bs. 192 per man. 

4. Other castes, numbering 71, Rs. 7,817 or Bs. 103 per man. 


Rai Sahib Babu Chibanji Lax*. 
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Tbe Managing Diractor, District Co-operative Bank, Ltd., Moradabad. 


Replies to the questionnaire. 

i. — Aamcui/ruRAL credit and credit facilities. 

Part jP. — Co-operation » 

Question 1. — The relations between the co-operative banks and other banks have 
^Iready been good. In fact, in many cases tbe surplus funds of co*operative banks, as 
in the case of the District Co-operative Bank, Limited, Moradabad, are deposited with 
the locat branches of the Imperial Bank of India and the Allahabad Bank. 

The rates of interest on long-term fixed deposits in the co-operative banks, as 
in the case of the District Co-operative Bank, Limited, Moradabad, are comparatively 
higher than the rates on fixed deposits paid by the Imperial Bank of India and the 
AUahabad Bank, and a large number of depositors want to avail themselves of the 
advantage of the higher rates, but many applications for deposits have to be refused 
by the managing directors of the co-operative banks as only a limited amount of 
deposits is required and the depositors have to go to the Imperial Bank or the Allahabad 
Bank or other banks. 

Question 2. — There are no special difficulties, at least in this district, in raising 
either short or long-term capital by co-operative societies. 

Question 3. — The amount of capital available for financing the co-operative move- 
ment is sufficient, at least in this district. The majority of depositors of this bank are 
local men. The Managing Director was compelled to refuse a large number of applica- 
tions for deposits both of outside men as well as local men, for the reason that the bank 
had sufficient money for the present needs of the existing societies. 

High rates of interest paid on deceits as well as public confidence go a great way 
in raising capital. In case of difficulties in raising it, propaganda work will also be 
very helpful. The propaganda work which is being carried on by the officers of the 
Co-operative department in villages at present is confined to education, including co- 
operative education, agricultural and industrial improvement and sanitation, etc. The 
societies in villages are also being reorganised as far as possible. But it is desirable 
that the officers of the Co-operative depaHment may come more in touch with capitalists, 
zamindars and raises, and they may be invited to co-operative meetings as visitors as 
often as possible. Big melas and exhibitions which are held for several days continuously, 
among other occasions, provide suitable opportunities to hold special meetings. 

Question 4. — ^Financial concessions will certainly give a stimulus to the co- 
operative movement. Such concessions as are possible are certainly desirable. 

It seems also desirable that priority be given to the claims of co-operative societies 
over the claims of other creditors without restrictions. Such priority is at present given 
hy Act n of 1912 with certain restrictions only and much advantage of the concession 
cannot be taken at present. With this end in view some amendments in the said 
Act and the Provincial Insolvency Act, in order to safeguard the interests of co-operative 
societies and realisation of loans, appear desirable. Such concessions as well as 
financial concessions will go a great way towards stimulating the growth of the co- 
operative movement. 

Question 6. — ^The establishment of a provincial co-operative bank seems desirable 
and is likely to stimulate the co-operative movement in this province. 


District Co-opebativb Bank, Ltd., Moradabad. 
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Pandit RAJNATH KUNZRU SAHIB, Director, Co-operati«e Bank,. 

Agra. 


Replies to the questionnaire. 


I. — Agricultural credit and credit facilities. 


Part A. — Agricultural borrowing for purposes of production. 

Question 1. — The agriculturists m this district mainly borrow from village money- 
lenders and, to a certain extent, from co-operative societies. Only in exceptional years 
of distress do they receive taqavi from Government. 

The borrowings of the agriculturists are generally for all the purposes enumerated 
in the questionnaire, but seldom is any money borrowed for building of tanks or for 
‘‘other agricultural improvements.” 

It is very difficult to indicate any proportion of the debt distributed amongst the 
various purposes, but the majority of debts is incurred for the following purposes : — 

Repayment of earlier debts, payment of accumulated interest, marriage and other 
social functions, famine and other kinds of distress, payment of land revenue or rent, 
expenses of cultivation, purchase of plougli or other cattle and subsistence. 

I am not in a position to distribute the debt between the various lending agencies, 
but the major portion of it comes from the village moneylenders. 

I think the debts incurred in cash and gram are almost equal. 

Almost the whole of the debt is for shoit periods, adjustable in kharif or rabi, as 
the case may be. A very small portion of it may be for a longer period than six months. 

Question 2. — The general rates of interest, as far as I am aware, for cash advancers 
are Rs. 2 to Rs. 3-2 per cent, per mensem. In some cases I have seen bonds bearing 
interest as high as per cent, per month with monthly rests. 

For loans in kind the cultivator is debited at 40 but receives only 39 seers per 

maund. On repayment six months later he is to pay 25 per cent, more at 41 seers per 

maund. The rate of interest will work out to more than 50 per cent. If he does not 

make a repayment at the stipulated time, he also incurs a penalty which varies in every 

case. 

The interest is generally compounded six-monthly and in some cases even monthly. 
Sometimes in cases of default, a penal rate of interest is also charged. 

Undoubtedly the rates of interest are exorbitant. 

I am not aware of any other charges incidental to the grant or repayment of 
loans, except those mentioned above. 

Question 3. — The security of land mortgage, standing crops and ornaments is 
accepted, where available, in the case of borrowing for agricultural purposes. The 
security of house property and agricultural implements is neither offered nor accepted. 

The landlord is relatively more indebted than the occupancy tenant, but the 
occupancy tenant is not so much in debt as the statutory tenant, who is more indebted 
than the occupancy tenant. 

The indebtedness in this district is rather heavy. It is believed to be 3 to 
crores of rupees. In pargana Kirauli in this district very few zamindnrs are free 
from debt, while more than 90 per cent, of the tenants are in debt. In pargana Agra, 
284 out of 421 zamindars are indebted, while more than 70 per cent, of the tenants 
have debts against them. 

The amount of debt secured on land mortgage is believed to be increasing. Tho 
amount of unsecured debt or debt otherwise secured is many times more than the debfr 
secured on land mortgage. 

Pandit Raj N\th KuNzurr. 
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Question 4. — The usual method in this district of enforcing payment of debt from 
agriculturists is sheer exercise of might. The bohra goes to his client accompanied by 
his trustworthy men and takes possession cf the entire produce. In a small number cf 
cases the help of a court of law is sought. 

I have explained above the difference between the rate at which the cultivator 
borrows grain and repays it. As far as I am aware there is no other difference. The 
cultivator has no means of ascertaining the current market rates from time to time. 

Question 5. — The cultivator hardly takes any advantage of the Agri- 
culturists Loans Act and the Land Improvement Act. The reasons for 
his failure to do so are manifold. First, he Is quite ignorant and mostly 
does not know how to obtain loans under these Acts. Secondly, if he cares to 
apply, he is put to needless worry and is fleeced. Thirdly, he is not treated with sym- 
pathy and attention by those to whom he has to apply. Fourthly, there is no proper 
organisation to look into such applications and grant the loans promptly. Fifthly, there 
may be more applicants than for whom money might be available. 

In abnormal times the cultivator borrows taqavi more freely because he cannot 
help it, but he does it after losing a deal of his principal in oiling fhe various wheels 
of the adminis+^^ration. 

There are many defects in the present taqavi system. It is not based on a uniform 
principle, and the cultivator has mostly to depend on the patwaris and other unscrupulous 
underlings who literally bleed him white. Other defects I have mentioned above. 

In my opinion taqavi should not be left to be distributed by the ordinary revenue 
officials of the district, who, due to their pressure of work, are unable to take the proper 
interest likely to popularise it amongst the tenantry. A separate organisation altogether, 
conversant with agriculture and the needs and mentality of the tenants, should have 
control of taqavi. The services of co-operative banks, where in existence, and of the 
officials of the co-operative department, may in my opinion be profitably utilised in this 
connection. 

Question 6. — The cultivators do sometimes combine in producing tobacco, potato 
and sugarcane. Sucli combination is both possible and desirable, but it requires a little 
educative propaganda to be popular and appreciated. 

Question 7. — There are numberless defects in the present system of agricultural bor- 
rowing. In fact there is no regular system at all. The tenant is entirely at the morcy 
of the village moneylender who may treat him in any way he likes, and such are the 
latter’s methods of manipulation that even in favourable circumstances the tenant can 
hardly free himself from his debt. His ignorance and helplessness are heartlessly ex- 
ploited. The only remedy that I can think of is proper legislation regulating the dealings 
of the tenant and the moneylender and the simuitaneous expansion of the co-operative 
movement. 


Part B. — Agricultural borrowing for purposes of marketing. 

Question 1. — The produce passes to the village moneylender or the banio, either of 
whom takes it to the market. 

Question 2. — I doubt if the cultivators get any money to finance the marketing cf 
crops. There are co-operative societies in some portions of this district, but as far as 
I ani aware they do not lend any assistance with money or otherwise. In my opinion 
it will be to the cultivator's advantage if they do give such assistance in deserving 
cases. 

Question 3. — The cultivator as mentioned above, does not market the produce 
direct. It is the village bania who does it and as far as I am aware he incurs the fol- 
lowing expenses, which vary slightly in some cases : — 

(i) lie generally pays interest, when he borrows money, at 7J to 9J per cent. 

(ii) He pays the commission agent 12 annas per cent. 

(iii) The broker receives from him 3 annas to 6 annas per cent. 

(iv) The difference between the wholesale and retail rates is not fixed and always 
varies according to the condition of the market. 

There are other incidental charges also, as, for instance, weighment charge and a 
slight levy for charity. 

Fandtt Eaj Nath Kunzru. 
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Question 4. — ^The cultivator in this district has hardly any grain to store. In 
negligible cases in which he is able to store any grain, he places it in bags or kachcha 
koihis or underground cellars according to the quantity at his disposal. The small quan- 
tity of grain available for storage does not seem to warrant any suggestion for improv- 
ing the system of storage. 

In Agra city proper, grain is stored in the market in bags, m kothas and bank 
godown, while in the district it is stored in bags as well as in underground granaries. 

There are defects in the present system of storage- There is a deal of loss by 
rats and dampness, while the grain stored in granaries is in most cases rendered injurious 
to health. If any improvement, commensurate in expense with the advantages accruing 
therefrom, may be possible they will certainly be desirable, but I am unable to make 
any suggestions. 

Question 6. — Grain stored in markets is used as security for obtaining credit to a 
considerable extent in Agra. 

Part C. — Extent and nat<ure of agricultural indebtedness. 

Question 2. — ^As far as I am aware the principal creditors of the agriculturists are 
professional moneylenders. 

The richer agriculturists do lend to the poorer members of their class but to a very 
negligible extent. 

Question 3. — ^The suggestion that land and the rights in land are passing from the 
possession of people who are efficient farmers into the hands of creditors who are not 
themselves efficient farmers may be true to a certain extent, but the difficulty of the peas- 
ant is mainly due to other potent causes. His ignorance is the primary factor. He gets 
money very dear and is unable to invest sufficiently in manure and other requisites. The 
result is decreased productivity. He is hopelessly in debt from which he cannot expect to 
extricate himself, while successive years of distress have simply broken his heart. As a 
result of all this, he has lost all faith and interest in agriculture which he only follows 
becanse he can think of no other work to do. 

It is not possible to improve the cultivator’s lot unless his difficulties mentioned 
above are possible to be relieved. Unless he gets cheaper money, is extricated from his 
appalling indebtedness and the size of his holding is bigger, I fear there is little hope for 
him. Any restriction limiting the right of owning land to any particular class or 
elasses will only depreciate the value of land, without giving any corresponding advantages 
to the cultivator. 

Question 6. — The reasons for the indebtedness of the landlords generally are — 

(1) Buinous litigation. 

(2) Want of control over collections of their zamindari as well as their expenses. 

(8) Profligacy. 

(4) False pride and vanity, as, for instance, the passionate anxiety of some zamin- 
dars to become chairmen of district or municipal boards and to get into legislative bodies 
and add the three letters M.L.C. or M.L.A. after their names, unmindful of any cost, 
even if they have to incur heavy debts. I know in some cases Es. 50,000 and even 
more have been spent over elections, 

(5) Vain gloriousness to show themselves off, beyond their means, at social func- 
tions, specially marriages. 

(6) In some cases it is unavoidable and is due to famine ond such other causes, 

I am unable to give an estimate of indebtedness due to different causes, but in 
many cases, especially of big zamindars, it is avoidable. 

Question 6. — The rate of interest at which landowners can get loans generally 
depends upon individual credit, but in the generality of cases it is rather high compared 
with the security which is offered. 

Part D . — Credit facilities in respect of agricultural production ana marketing. 

Question 1. — Co-operative banks and professional moneylenders alone provide the 
agricultural credit for the production of crops to the cultivator. I am not aware if 
Pandit Has Nath Kttnziiu. 



( 313 ) 

fertilisers can be obtained on credit. In some instances agricultural implements may 
be available on credit, on the hire-purchase or any other system, but these implements 
generally do not suit the present conditions obtaining in this district. 

1 do not consider the existing credit facilities at all adequate, nor is it possible, in 
my opinion, to effect any improvement unless the Government takes a genuine interest 
in the present state of the peasant and tries to expand the co-operative movement as 
fast as possible. 

The agriculturist is moving in a vicious circle. He has absolutely no credit left 
and unless his credit improves his condition cannot improve. It is impossible for him 
to effect any improvement in his present condition without the help of the Government 
OT any other agency. 

Question 2. — Considerable part is played by the credit agencies referred to in 
respect of the marketing of crops. They make advances against goods, stored or in 
transit; make recoveries and collections on behalf of firms and dealers; discount hundis 
of respectable parties, but, except in the case of the co-operative banks, the agricul- 
turists do not derive any direct benefit from their activities. I do not know if any 
organisation dealing in fertilisers and agricultural implements make themselves useful 
in this connexion. 

The existing credit facilities are quite adequate for the middleman. The agri- 
culturist can only benefit if he gets due facilities from the co-operative banks. 

Question 3. — As far as I am aware there is no co-ordination amongst the various 
credit agencies affecting the agriculturists. 

I cannot conceive of any improvement in this direction except that the Imperial 
Bank and other joint-stock banks may help the co-operative banks freely with overdrafts 
on reasonable rates in times of need. At present this facility is refused. 

Question 4. — There is little overseas trade in Agra, but as far as I am aware there 
are always much better facilities available for overseas trade than for internal trade. 


Part E, — Land mortgage hanks. 


(Question 1. — Hardly any loans for long periods are available. They may some- 
times be available against the security of land for not more than ten or twelve years. 
The tenants can hardly expect to obtain any loans for long periods. 

Question 2. — As I have said above long-period advances can be available, if at all, 
on the security of land. Investors are reluctant to lock up their money for long periods 
unless they have an eye on the property which is offered as security, or there is cer- 
tainty of regular payment of interest by the borrower. There are very few cases in 
which the borrowers are able to keep to the terms of their agreements and make regular 
payments of interest. The methods of enforcement of payment are very cumbersome 
and expensive, while generally an old debt is contrived to be contested on one plea 
or another. 

Question 3.— Non-transferability in the case of tenants does to a certain extent 
act as an impediment to long-term credit and increases the rate of interest, but the 
change of law giving a right of transfer is sure to affect the zamindar's right adversely 
but it is not likely to improve the tenant’s position. It may help him only to get more 
loan than he is at present able to get. This will, however, not solve his difficulty. His 
economic position can only improve if there is possibly any improvement in his general 
outlook and methods of cultivation. In this connexion the Government has a very 
onerous responsibility to discharge. 

Question 4. — ^The occupancy right does not serve as an adequate security for long- 
term credit. 

I do not consider desirable any modifications of the law in the indicated direction 
for reasons mentioned in reply to question 3. 

Question 5. — I think that the establishment of a land mortgage bank would con- 
siderably help the solution of advances in the province. 

Pandit Raj Nath Kunzeu, 
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Question 6. — have no personal experience of the working of a land mortga^e-> 
hank and my opinion is solely based on the note attached to the questionnaire. As far 
as I can see it will be rather a complicated affair and, in order to be successful, will 
require a very strong and intelligent directorate as well as a very strict control by 
the Government. Under no circumstances should any one be allowed to be on the 
directorate on account of sheer influence or position in society if he has failed to manage 
his own affairs and is not otherwise properly qualified. 

In my opinion there is no necessity to have any separate organisation, and only 
one bank should do to provide long-term credit to all approved farmers and landowners. 

The capital of the bank should be offered to the public for subscription, but to 
inspire confidence and justify Government control, the Government should also guarantee 
and Subscribe a portion thereof. To begin with, the capital of the bank should be one 
crore at least with powers to increase it if necessary, and not less than 36 per cent, of 
it should be subscribed by the Government. 

The share capital should be available for subscription to the general public. 

If the Government guarantees subscription of 35 per cent, of the capital, as sug- 
gested above, I believe the necessity for Government undertaking to subscribe any bal- 
ance not taken up by the public will not arise. If, however, it does arise against every 
expectation, the Government should subscribe the balance of the share capital. 

One-third of the directorate should consist of experts nominated by the Govern- 
ment. The rest of the directors should be elected by shareholders from amongst them- 
selves, provided they have subscribed a certain prescribed minimum number of shares. 
In my opinion the minimum subscription should not be less than Rs. 20,000. If it is 
higher it would be safer. Every shareholder should be given a right of vote on a 
sliding scale according to the number of shares held by him, and in no case should one 
shareholder have more than ten votes. The. Government votes may be considered to be 
in the same proportion to all the votes of the shareholders in which the Government sub- 
scribes to the capital. In case the Government guarantees the principal or interest or 
both of the bank on the bank’s debentures, the Government should be entitled to fur- 
ther representation on the directorate. T must insist on the strict control of the bank’s 
activities by the 8tate. Any shareholder indebted to the bank should forfeit his right rf 
voting. No director, so long as he continues on the directorate, should be allowed to 
contract any debt with the bank. 

The maximum period of loans should be thirty years, and the margin between 
the amount of loan and the value of mortgage should be 40 per cent. 

I think the bank should be allowed to obtain working capital from (i) deposits, 
(ii) debentures and (iii) a central institution. 

_ At any rate in the beginning the Government should guarantee the principal 
as well as the interest of tlie debentures. This will ensure cheap interest and careful 
supervision. 

In order to inspire public confidence the Government should buy a certain pro- 
portion of the debentures but need not necessarily take up the entire unsubscribed 
balance. 

The debentures should rank as trustee securities. The investment is safe, and if 
the debentures are treated as trustee securities, they will inspire further confidence among 
the public. 

If Government undertakes any financial obligations, the question bow it should* be 
safeguarded against loss is not an easy one to answer. If in America and Germany anv 
safeguards against such loss are provided, similar safeguards applicable to the condi- 
tions in this country^ may also be provided here. I do, however, believe that if the 
Government do exercise proper control, and their experts due vigilance, there will be 
very little risk of any loss. 

I do suggest changes in the existing law to simplify and cheapen the various 
processes in connexion with the advance and recovery of money bv the hank, on the 
lines as far as practicable followed in the case of co-operative banks and co-operatives 
societies. The registration office should issue certificates of encumbrances preferably 
free, but, if this may not be. possible, at a very nominal charge onlv. The ptamp duty 
and the registration charges may be reduced to half, while, on the lines of co-operative^ 
banks and co-operative societies, decrees should be obtainable by arbitration and no 
court-fee should be charged. Notification of proposed mortgages is very desirable : while 
simplification of the process of foreclopure and sale in case of non-payment is essential. 
As far as possible the help of the court mav be avoided and decision obtained through 
arbitration. 

Pandit Raj Nath Kunzku. 
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1 am strongly in favour of the power to manage defaulting estates being given la- 
the bank. 

Every province should in my opinion have a separate bank. 

Question 7. — ^As far as I am aware, a big * ]omi-stock bank which used to make 
heavy advances against land, made it a rule not to advance more than ten times the 
Government revenue. I think the principle of calculating price on the basis of land 
revenue will be much safer than on the basis of profits, because in the foimer case there 
will be no room for dishonest inflation of the rent roll, if the zaniimiars and the tenants 
may in extreme cases, with the help of the pativarit try to cheat. Generally the ad- 
vances may not be allowed to exceed 15 times the land revenue. 

As far as I know the value of land is not calculated in this district per acre or 
per bigha. It is always calculated on profits. The profits do however vary according, 
to the quality of the so.l and the crops possible to be grown on the soil. The factors 
affecting the value of the land generally are — 

(1) Productivity of the land. 

(2) The financial condition of the tenantry. 

(3) The class to which the tenants belong. 

(4) Facilities for water. 

(5) Distance from the headquarters of the district, the tahsil and the nearest 

railway station. 

(6) The fancy of the purchaser. 

The best price for land is generally obta ned by private negotiation unless there 
be any special competition amongst the purchasers. The reason is quite plain. In the 
case of land obtained in sale by Government auction for non-payment of revenue and in 
that of land obtained by sale on a court decree, the purchaser knows that the owner is 
helpless and naturally wants to take advantage of his weak position. In the case of 
land sold by private negotiation the owner is free to use all possible means to secure 
the best possible price. 

In Agra, Firozabad, Btmadpur and Fatehabad tahsils the price of land is 20 
to 30 times the profits. In certain portions of Kiraoli and Kheragarh tahsils also the 
price is almost similar. In other portions of the district the price is much cheaper. 


Part F, — Go-opr ration. 

Question 1. — As far as my experience goes there is no relation between the co- 
operative banks and the other banks, except that the co-operative banks are obl'geil 
for their own convenience to keep their accounts with <he Imperial Bank of India or 
other joint-stock banks, but the latter do not allow any facilities to the former in times 
of need. There is absolutely no connexion whatsoever between the co-operative banks 
and indigenous banks. 

I do not think there is any competition between the co-operative banks and the- 
joint-stock banks. Their spheres of activities are quite different. 

Question 2. — Few co-operative societies are able to raise any capital. They do 
not inspire sufficient public confidence, while it is always in the interest of the village- 
moneylenders to thwart them from raising any capital. 

Question 3. — The capital available for financing the co-operative movement in this 
district is not sufficient. There are four co-operative banks working in the district 
with an investment of about 7 lakhs of rupees. Of this amount more than a lakh 
and a quarter is, I believe, from outside the district. If more money is required to 
be raised it will not be easy to find it in the distr.ct. One great difficulty in raising 
the proper capital is that the investors are generally shy to pnt their capital into the 
co-operative banks. The land revenue including cesses according to the new assessment 
amounts to about Es. 20 lakhs. The rent-roll of*' the tenants will amount to 55 or 60' 
lakhs. Calculating the tenant’s need at three times h's rent, the amount required for 
the co-operative movement, if it could be extended to the whole of the district, will 
^®gbly come to 175 lakhs. Making an allowance of 25 lakhs for tenants who will not 
require any advances, the amount required will be 150 lakhs. It may be possible to 
manage with even 1 crore,. This amount it will be difficult to raise in the district. 

Question 4. — ^Financial concessions are likely to stimulate the growth of the co- 
operative movement, and such action seems possible as well as de8iral>le. 
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Question 6. — In my opinion the establishment of the provmcial co-operative bank 
will stimulate the co-operative movement in this province, provided the money is not 
raised at a high rate of interest. 

a 

Part G . — Small industries allied to agriculture. 

Question 1. — ^As far as I know there are no small subsidiary industries allied or 
supplementary to agriculture except durrie-making and shoe-making in Fatehpur-Sikri, 
shoe-making in Dhandupura and tanning in Achnera. 

Question 2. — ^The industries in the villages referred to above have registered soci- 
eties which are affiliated to the district co-operative bank, Agra. They are in a very 
unsatisfactory state. The leather industry suffered lately on account of unusually sharp 
fluctuations in the market. Some of the societies have been re-organised and they are 

working under the expert advice of the officials of the co-operative department. Two 

of them cater for the needs entirely of the villagers and do not find any difficulty in 
marketing their produce. The difficulty is only in the case of the Dhandupura society 
which prepares English shoes which have to be marketed in Agra. They are more or 
less at the mercy of the dealers in the town and as yet no solution of this difficulty has 
>been found. The difficulty of the durrie-makers is similar. They also suffer by com- 
petition with the jails. 

Question 3. — I can conceive of no other industry suited to the farmer's present 
condition except weaving and spinning. Durrie-making and dyeing should also prove 
useful to a certain extent. The Government will, however, have to take the initiative 
in popularising the idea and providing due facilities for learning these arts. 

I do not think much capital will be required. In a number of cases the agri- 
culturist^ may be able to find his own capital. In other cases the capital may be found 

by forming co-operative societies of the weavers and spinners. If the industry does 

expand, I have strong hopes that enterprising organisations will soon be formed to pro- 
'vide capital in deserving cases and also to find a market for the surplus produce. 

Part H. — Small urban industries. 


Question 1. — The cottage and art industries mainly depend for their finances upon 
the hohrut the middleman and large dealers in those trades. A few registered societies 
of durrie-makers, weavers, and shoe-makers are financed by the district co-operative 

bank. 

There is no special organisation for the supply of raw material and implements 
which the artisans generally purchase at the ruling market rate wherever they may 
be available. For the supply of materials for the members of the registered co-opera- 
live societies lately a central industrial stores has been opened, but members of the 
societies have not yet been able to take full advantage of it. 

The question of the disposal of the artisans’ wares is a very difficult one to solve. 
They are under the thumb of the middleman or the shopkeeper and have generally to 
accept bis price. Even in the case of members of the registered co-operative societies, 
it has not yet been possible to find a proper and suitable market for their pr^uce, In 
the case of durries there is an additional difficulty due to undesirable competition with 
the Jail department. The durrie-makers’ recklessness, ignorance and lack of business 
methods and morality constitute a serious stumbling block. They always prefer to pro- 
duce their stereotyped designs and do not care to study current tastes and requirements. 
They are too conservative to adopt any change, however desirable it may be. 

The main industries of Agra are durries, carpets, marble, stoneware, and shoes. 
I do not think that any of these industries is in a prosperous state. The bulk of the 
produce is, however, handled by middlemen and large dealers only in those lines, but in 
their turn very few of them also are prosperous. I doubt if most of them are earning 
profits commensurably with the investments and labour. The middlemen are practically 
more organised than the artisans, and in some cases have their regnlar organisations 
through which they can exercise undue influence detrimental to the artisans’ interests. 

Question 2. — ^Thero are generally harhhanas of shoes, carpets, and stoneware. 
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The karhhanadar invests money on bis responsibility; he is responsible for the 
manufacture of an article; the profits and loss are entirely his. The middleman buya 
the article from him, if he approves of it, and the consumer gets the article from the 
middleman. The karkhanadar invests his capital and manufactures any article ho thinks 
proper and employs the workers and apprentices according to his choice and pays thenk 
according to the quality of their work. They have no interest in the karkhana* 

I am not aware of any tendency in these industries for the artisans to drift 
from their homes to small workshops, or vice versd^ in any marked degree. 

Question 3. — am not aware of any instances of sweated labour. 

In my opinion the home workers can only be organised by means of registered* 
co-operative societies. As regards protection against exploitation by middlemen, it will 
only be possible if the Government come forward to give them effective assistance in 
the beginning to carry their goods to the proper markets without the intervention of 
the middleman. Co-operative workshops may also be given a trial on a proper scale. 

Question 4. — I am acquainted with the working of all co-operative artisan societiea 
in this district. Co-operative organisation will surely remedy sweating and exploitatiour 
but this protection would only be effective if it is possible to find a market for their 
produce. One of the difficulties in shoes and durries is that mufassil dealers make theii 
purchases only on credit for indefinite terms. The credit goes on increasing, and if the 
creditor ever cares to make a stiff demand for his money, he is met with a threat that 
all future dealings with him would be stopped and the debtor never considers it his 
moral obligation to clear off his dues. As a result of this unbusinesslike practice there 
are heavy bad debts which the middleman has always to count and face. The manu- 
facturer naturally cannot accept this kind of unfair risk but does suffer in his turn 
as a consequence. 

Question 5. — I do not think a separate industrial bank is required for improving 
the present system of financing industries. In my opinion a co-operative bank can 
usefully do it and it is being done in this district. 

The co-operative banks should issue loans only to societies and not to individuals 
or firms, ])CcaiiHc the chances of sncceeq of bu‘’»T>oss nre greater an't risks of loss o' 
money to the banks lesser, if the workers realise and appreciate the advantages of 
the co-operative principle. 

Question 6 — T do think that sales associations, depfits, and emporia can be d 
effective help in advertising and marketing art-wares if their activities are duly co- 
ordinated. They should be organised, financed, and managed by the Government on 
strict business lines. In my opinion there should be a regular net- work of such associ- 
ations, depfits and emporia throughout the country, and every local government should 
contribute towards their finances and expenses in proportion to the representation of 
the arts and industries of their areas on them. 

Part J, — Internal remittance and negotiable instrument's. 

Question 1. — Internal remittances are possible by cheques, supply bills, demand 
drafts, hundis and government currency notes in insured covers. These facilities are 
mostly confined to big trade centres and urban areas ; in rural areas remittances have to 
be carried by hand in bullion or paper. 

The supply bills are not easy to be had by members of the public, who have to 
waste an unnecessarily long time in obtaining them as well as , in cashing them. The 
departmental employees concerned do not consider it any part of their duty to conduct 
the work in a businesslike manner with full regard to the convenience and comfort (,f 
the public. 

Question 2.— Negotiable instruments play a considerably important part in 
the internal trade of the province : but for them most of the trade would be paralysed. 

Question 4.— If the investors of hundis are given better pibtection and there is a 
reduction of dutv. I do beheve that the nse of bills of exchange will be considerably ex- 
tended to the advantage cf trade. Tn this district, however, hundis have practically 
lost their char^ter as such, for thev are drawn not only for purposes of trade "but for 
domestic financing as well, as, for instance, to raise money for a marriage or for buying 
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«ome property, and on due dates they are not paid in full or in part, but only renewed 
.after payment of discount. I consider this a very undesirable feature and to a certain 
extent responsible for disorganising the trade and money market of Agra. 

Question 6. — I would certainly like it if the various methods of extension, cheapen- 
ing and improvement of post office agency are introduced to the extent and in a manner 
that there is no unhealthy competition between the post office agency on one side and 
banks and bankers on the other. 

Question 6. — Generally two different classes of hundis are current in this district, 
namely, usance bills and demand drafts. Usance bills are mostly used for raising funds, 
while demand hundis are employed for withdrawing funds or realising dues from cus- 
tomers at out-stations. 

I do, however, suggest that the dues on hundis should have preference over all 
other dues except mortgage debts, and holders of hundis should not rank on the same 
level with other unsecured creditors. 

The hundis in this district are held by all sorts of men and in some cases they 
also pass freely from hand to hand. There are some private parties also who are neither 
businessmen nor bankers who invest their surplus money in hundis. 

Tlic hundis of this district are generally discounted in this district only. There is 
another feature which, I think, is peculiar to this district. Certain bankers who are 
proud of their status consider it derogatory to their position to raise money in case of 
necessity by a hundi drawn up payable in Agra. They draw up hundis at Calcutta, Bom- 
bay or some other place but make private slipulalion with the buyer that the payment 
would be made in Agra. 

Question 7. — It is possible to borrow money during the process of marketing on 
the security of railway receipts and invoices if they arc accompanied with proper bills 
of exchange. It is not easy for everyone to raise money against railway receipts and 
invoices, even if they are accompanied with proper bills of exchange. Only respectable 
and known parties can do so. I think it will facilitate business if railway receipts are 
made negotiable. 


II. — Indigenous b.\nking. 

A . — Organisation of indigenous hanking. 

Question 1. — As far as I am aware, there are four classes of “indigenous bankers'* 
m Agra. There are none who deal in negotiable instruments only and provide credits : — 

(i) Those who advance money against certain classes of goods, especially cotton, 
yarn, sugar, cloth, zeera, grain and bullion, and charge certain commission on sales 
and purchases. 

(ii) Those who do the aforesaid business and also advance against negotiable in- 
struments. 

{Hi) Those who do their own business only. 

(iv) Those who combine their own business with commission agency. Their system 
is the old system known as the sarafa system. The above classes of bankers are known 
as sahukars. 

There is a fifth class known as hohras, who make advances against immovable 
property and ornaments to agriculturists and on gists, and also finance cottage industries. 

, , The principal business of those who combine other business with their own is com- 

mission agency. 

Question 2.— -The various classes of indigenous bankers of the sahukar class help 
to finance certain lines of trade, as, for instance, cotton, zeera, yarn, cloth, ^ugar, grain 
and bullion. Agriculture and industry receive little help from them. In fact’ thev consi- 
der it precarious to invest their monev in these lines. Agriculture is only financed by 
professional “village mqpevlenders.” The hohras also and a certain class of trades- 
men finance the cottage industries. 

' Question 3. — I doubt if it can be possible to arrive at an estimate of the* resources 
of the indigenous bankers in the district or province. It is in the essence of their 
business 'to keep the extent of their resources secret, while they will always tif' to show 
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themselves off better than they actually are in this respect. This is what they call 
establishing a hhram (prestige). It is believed that one crore rupees are invested by 
sahukars in Agra. 

The average net return of sahukars may be taken at about 9 per cent, as far 
-as I have enquired ; it may be more, but will not be less. It is difficult to make any 
exact estimate, due to the existence of the vicious practice of some local firms of charging 
-a secret premium, over and above the stipulated interest, which they call chutnee and 
do not show in their accounts. 

Question 4. — There are no financial houses dealing solely in the provision of 
credit facilities in this district. I attribute their absence, to lack of enterprise and 
sufficient funds. One additional reason in Agra is that there has been persistent and 
steady decline of trade and credit during the last several years, due to speculation and 
fall in the standard of business morality. 

’’ ‘ Question 5. — The Indian system of accounting, which corresponds to the single 
entry system, is followed by indigenous bankers in keeping their accounts. They have 
a kachchi rokar bahi in which all the cash transactions of the day are entered. From 
this bahi all cash transactions are copied in the pakki rokar bahi. They maintain a 
khata bahi, which corresponds to “ledger,” while in the nakal bahi they register all 
their transfer entries, quantities, and disposal of goods. Some firms also maintain a 
sauda bahi or contract register. There is, a tol patti bahi also which shows details of 
weighments. In hundi bahi all hundi transactions are entered. 

B . — Raising of funds by indigenous bankers. 

Question 1. — Only usance and demand bills are used as credit Instrumonis by 
-indigenous bankers in this district. Usance bills are more in use than the demand bills, 
which can only be used by firms who have their branches outside Agra, or have their 
undisputed funds w.th some outstation banker. There is no agency system in vogue 
as it is understood amongst the banks. 

Samples of hundis and promissory notes are enclosed.* I do not know if any 
local firm receives fixed deposits and issues receipts for them. 

Question 2, — The indigenous bankers raise funds on hundis by sale or mortgage 
of their movable and immovable property. But it is difficult for a banker, who has not 
normally been negotiating his hundis in the normal course of business, to raise any 
money on them in time of need. The moment he executes a hundi he excites suspicion. 

Only a small minority within a charmed circle can obtain assistance from the 
Imperial Bank of India and the joint-stock banks; others find it difficult to obtain 
financial help even against proper securities. I have known cases in which advances 
were refused on very odd grounds. Sometimes it is difficult to obtain an advance against 
government promissory notes even. The treasurer has much too important a position in 
th6 Imperial Bank and the customers have to secure his influence and support. In fact 
the complaint is that the banks are generally not sympathetic to Indian customers. 
Indians do not look upon the Imperial Bank as a public bank. They consider it as one of 
the various government departments, cold and frigid, indifferent and unsympathetic. 

A change in the present outlook of Indian banks is required. The foreign banks 
help the trade and industries of their countries and do not care to help Indian trade 
and industries. The Indian banks, which are mostly in a state of infancy, imitate 
the methods of the foreign banks as far as they relate to their business in India, and 
thus unconsciously adopt a policy adverse to the trade and industry of this country. 
It would be very desirable if “equitable mortgages” of property could be extanded to 
all the trade centres in India, and bond fide advances against negotiable instruments could 
be treated as secured debts. 

' Question 8. — ^As far as I am aware the deposits received by indigenous bankers 
are “at call.” 

Bespectable bankers allow a uniform interest of 6 per cent, per annum in all 
seasons. 
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C. — Advances by indigenous bankers. 

Question 1. — Loans and cash credits are generally made against securities, and i» 
«ome cases on personal security. 

Tlie terms vary with the nature of the loan. It is 61 days against usance bills.. 
If the loan is against a registered bond, the term will vary according to special agree- 
ment. In cash credits, so long as the account is properly running and interest :s 
regularly paid, there will generally be little difficulty. If the advance is against orna- 
ments and goods, it will continue for a reasonable length of time, so long as there is 
no deterioration or decline in price and there is sufficient margin to cover loss. 

The securities generally accepted are marketable goods and jewellery. In some 
cases security of fixed property is also accepted. 

Nine per cent, is the general rate of interest, and in some cases much higher 
interest is also charged. The >rate of interest of commercial hundis varies between 
Rs. 1-8 and Rs. 15 per cent. These are rates for commercial circles. For others the 
rate of interest is 12 to 24 per cent. 

Question 2. Please refer to my reply to question 2 — Part I A. The hohras some- 
times exact free services from their clients for tilling, sowing and watering their fields. 

I do believe that if the dealings of the hohras are regulated by proper legis- 
lation, it would be possible to reduce the present rate of interest and the agriculturists 
will benefit thereby. The real solution, however, lies in the expansion of the co-operative 
movement. 

Question 3. — ^Tho sahukars* clients have every facility of inspecting and examin- 
ing their accounts. Periodical statements of accounts are passed by the sahukar to his 
client, who is expected to confirm the same if he is satisfied. If he wants to examine 
the books and compare the various entries, his request is readily accepted and he is 
given every reasonable facility to satisfy himself on any point in any way he likes. li 
is generally not so with the bohra, 

D. — Exchange and money market. 

Question 1. — ^Local money markets are linked with such important money markets 
as Cawnpore, Calcutta, Bombay, and Delhi by export and import trade, banks aad 
bankers who have their branches and connexions. 

Question 2. — There is hardly any money transaction, especially of negotiable in- 
struments, without the help of a broker who is remunerated at nine pies per cent, for 
usance bills. 

Question 3. — There are no fixed rates for the purchase and sale of hundis which 
always fluctuate according to the supply and demand of money. The recent restriction 
against cutting government currency notes of Rs. 100 and less in halves has created 
serious inconvenience. 

There are seasonal variations in these rates which always depend upon the con- 
dition of the supply and demand of money. 

As far as I can see, there is no direct connexion between the Imperial Bank of 
India rate and the bazar rate. 

Question 4. — ^The local market is supposed to be influenced by the local panchayat 
sarafUf which has some printed rules, but they are mostly observed in the breach. 

Question 6. — I am not aware of any particular local usage governing or affecting 
the trade of the markets in my district. 

E, — Defects of indigenous banking. 

Question 1. — ^My impression is that a majority of the customers of the indigenous 
cankers would prefer to go to joint-stock banks if it were possible. Even those who 
borrow from them in need would not like to deposit their money with them or place 
their valuables for safe custody with them. 

Question 2. — I am not aware of any special legal or other difficulty to indigenous 
^bankers in carrying on their business. In fact there is an impression that the InBolven?y 
Act gives him undue protection and facility, and all sorts of accounts are easily 
accepted by the insolvency court without adequate scrutiny. 
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Question 3. — 1 think indig^oos bankers are sufficiently protected in law. Mostly 
their difficulties arise in the execution department or in cases of hundis where their 
debtors not infrequently fraudulently transfer their assets. As I have said elsewhere, 
it seems rather hard that a creditor who advances money against a htindi should bank 
on the same level with other unsecured creditors. 

Question 4. — The great defects in the case of sahukars are that they do not 
maintain proper vouchers and most of their contracts are oral. It is desirable to have 
these omissions rectified. In the case of hoiiras^ their clients are entirely at their mercy 
in every manner. It will immensely improve matters if it is made compulsory for all 
bankers to maintain vouchers, to send six-monthly statements of account to their 
clients and get the same confirmed by them, as is the practice of the joint-stock banks. 

Question 5. — Indigenous bankers are not infrequently obliged to refuse acceptable 
demands for accommodation for want of sufficient funds. 

At present any man who has a little capital sets up as a banker. There are 
sahukars who aie running their business with much less than a lakh as their capital. 
Naturally their expenses are comparatively high, their business inefficient and their 
credit not satisfactory. If a number of bankers combine in registered partnership, submit 
their accounts to regular audit, and publish periodical balance-sheets, they will increase 
their efficiency, credit and resources and comparatively reduce their expenses of manage- 
ment. 


— Co'ordinaiion 

Question 1. — I do not think that any particular relations exist between the 
various classes of indigenous bankers and other bankers and banks. The notions of the 
indigenous banker are sometimes very queer. Even if it be convenient and advantageous 
to him to deal with a joint-stock bank, he will refrain from doing so, because it is 
considered derogatory for men of his class to deal with a joint-stock bank. 

Question 2. — do not think that the indigenous banker has any idea of co-ordination. 
Everyone of them mainly cares for himself. They have certain rules of etiquette, which 
also are not observed. For instance, the seller of a hundi pays 1 per cent, to the 
buyer over and above the discount. Three-fourths of this one anna is expected to be paid 
to the broker and one-fourth to be spent in charity. I fear many firms treat the one- 
fourth, meant for charity, as their own money. In many cas^s the broker is paid much 
less than 9 pies per cent., and in some cases so low as annas 4 per thousand and tha 
balance is appropriated. On other transactions also every banker charges a fixed customary 
amount for dharmadha (charity), but there are many firms who have piled large sums 
under this head, which they are unjustly retaining in their own hands without applying 
them to the purpose for which they are meant. The interest which this money earns is* 
adding to the private earnings and not to its proper head. 

I think co-ordination amongst private bankers is desirable at least to the extent 
and in the manner in vogue amongst the joint-stock banks. A provincial bankers’ associa- 
tion, with branches in important trade centres, will, in my opinion, supply a great want. 
It will help to create solidarity and general awakening amongst the bakers and improve^ 
their outlook aud organisation. 

Question 3. — ^I am not personally aware but I do believe that difficulty must 
be experienced in the collection of cheques on bankers in out-of-the-way mufassil towns. 
I know very few bankers on whom cheques are issued. A good solution in such oases 
will, in my opinion, be that the collection of the cheques may be aUowed through the 
agency of the post office on cheap terms. 


G ^. — Consolidation of indigenous hanks. 

/ 

Question 1. — I think it will consolidate and improve indigenous banking if the 
sahukars and hohras are required to possess a prescribed minimum capital, get them- 
selves registered, maintain proper acocimts — which at present are loosely kept by the hohras 
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and publish their balance-sheets. I suggest a minimum capital of rupees three lakhs for 
the sahukars and of lls. 20,000 for the bohraa. Proper legislation regulating the conduct 
of their business seems also desirable. 

Question 2. — do think that the indigenous banks will secure an increased 
clientele if they are recognized by Government. 

In my opinion the conditions of such recognition should be — 

(1) Possession of a minimum capital of Bs. 10 lakhs. 

(2) Publication of balance-sheets at least once a year. 

(3) Audit at least once a y^ar by authorised and qualified auditors. 

(4) Disallowance of all speculative business. 

(6) Periodical audit by Examiners of Local Fund Accounts in addition to audit 
by private auditors. In fact it will lead to a very healthy improvement of affairs if this 
condition is imposed on all joint-stock banks also without exception. It will put an 
effective check on the vagaries of the directors and leave no room for dishonest window- 
dressing. In various banks the directors and their relations not infrequently borrow 
money at unfairly cheap rates, but just before the closing of half-yearly accounts, 
manage without actual payment to manipulate the accounts in such a manner that 
the necessity of showing their liability in the balance-sheets is avoided. Sometimes bcjgus 
outstation cheques are passed which are credited in their accounts and shown as ‘money 
in transit.’ They are ultimately received back unpaid and redebited to the connected 
accounts. Such malpractices will become impossible if a government audit is imposed. 

Question 2-A. — I am in favour of the compulsory registration of all bankers and 
moneylenders without exception. It is possible as well as desirable. No moneylender 
should be allowed to set up his business to finance agriculture, small scale trade and 
small scale industries unless he has a minimum capital of Rs. 20,000. His dealings, if 
any special privilege or State protection be extended to him, should be confined to pro- 
ductive purposes only. He should keep regular accounts in a prescribed form and should 
not charge a higher rate of interest than a certain prescribed maximum, which should 
not exceed normally 12 per cent, and in special cases 15 per cent. His accounts should 
be subject to State audit. 

Question 3. — have no doubt that in the beginning the indigenous bankers will 
put in a very stout opposition to the ihtroduction of measures designed to regulate their 
operations and enforce the publication of their balance-sheets, but, I believe, the general 
public will welcome it. 

Question 4. — ^The money in some cases during three months or so of the monsoon 
does practically, but not quite actually, lie idle in the hands of the indigenous bankers, 
but not to a very great extent. It is invested at very low rates of interest, or diverted 
to the other trade centres, where it can be more profitably invested by those who have 
branches and special connexions outside Agra. 

Question 6. — am not aware of any connexion between the indigenous banking 
system in ray locality and the principal money markets. Such connexion will surely 
be desirable but whether it will also be possible is very difficult for me to say. 

I am strongly in favour of the establishment of a bank on what are known in 
Germany as “Commandit” principles, wherever it may be practicable. Tt has obvious 
advantages which other schemes do not possess and is likely to appeal to# the imagination 
of the public and the bankers. It will give the best opportunities and scope to indigenous 
talent. In cases where it may not be practicable the establishment of agencies of 
joint-stock banks or the Imperial Bank of India, held by local indigenous bankers 
may be given a trial. 

If the above suggestions are judiciously adopted, I do expect that the banks will 
attract sufficient business and make their establishment profitable. I do not advooate 
the establishment of such banks and agencies at each and every place without regard 
to local conditions of finances and trade. 

I consider it highly desirable that a central reserve bank be established to create 
a bond of connexion between all the elements of the banking system. 

The indigenous banks with a certnin minimum paid-up capital only may be 
linked direct! v with the central reserve bank and others through a joint-stock bank of 
certain prescribed minimum status. 
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^ III. — Investment habit and attbaotion of capital. 

A» — Encouragement of saving and investment habit. 

Question 1. — The existing banking resources in the district are indigenous bankers, 
4he Imperial Bank of India, three joint-stock banka ani co-operative banks. The 
•exact value of their in i estments is hard to calculate, but may be taken at 4 to 6 crores. 
I do not think these resources are adequate. I think it will materially increase the 
prospjrity of Agra if at least 50 or 60 lakhs more could be found for investment in the 
urban area alone. 

Question 2. — ^The existing means or institutions for encouraging the habits of saving 
and investment are various banks and bankers and fixed deposit and savings bank 
accounts with them, including the post office agency. In my opinion they afford fairly 
sufficient facilities to the public for investment. An experiment might be made by im- 
proving and extending them in the prosperous tracts. As far as this district is concerned, 
I fear people have little spare money to invest anywhere. I consider it a myth that 
hoards of money are buried underground and kept out of circulation. My belief and 
experience is that there is actually no money with the people. 

Question 3. — I do not think that people of Agra invest their money in gold or 
silver. Some of them who can afford to, do provide some ornaments for their womenfolk, 
but it is almost the same everywhere in the world. This jewellery in most cases stands 
in good stead in times of adversity because the creditors cannot touch it. It provides, 
therefore, something to fall back upon in case of pressing need. 

Question 4. — I do not exactly know, but I believe, that post office cash certificates are 
fairly popular. If the certificates yield 5 per cent, or more, and interest is made payable 
every six or twelve months, they will become more popular. The period of repayment 
might be fixed and the principal may only be payable on the expiry of it. 

Question 4-A. — ^I do think that a scheme on the lines of- the national savings 
movement in England is worth giving a trial. 

Question 5. — ^I think post office and other savings banks and postal cash certificates 
afford fairly adequate facilities to the investing public. Only the rate of interest allowed 
by the post office on savings bank accounts is very low compared with other investments. 

Mostly low paid persons and persons with limited means and not able to repose 
confidence in institutions not controlled by the State, in my opinion, invest their savings 
with the post office. In some cases investments are made because certain departmental 
rules make it obligatory, as in the case of the provident fund of teachers of aided 
schools. Some deposit money there because they find it convenient, and, in the case of 
postal cash certificates, remunerative. A little improved rate of interest, increased annual 
as well as total limits of deposits in savings banks, and proper propaganda will, I think, 
attract more people to invest their money with the post office. 

An attractive savings movement also on the lines of the movement in England 
may prove helpful. 

Question 6. — I do think that the allegation is true. So far as I know there is 
not much of an unhealthy competition between Government and banks as yet. It will 
become unhealthy if in the case of postal cash certificates the present limit to the extent 
of their purchase by an individual purchaser is removed. 

Question 7. — Gold cash certificates are likely to prove attractive, but their success 
depends upon the rate of return on the investment. 

Question 8. — The various public bodies hardly inspire auy confidence even within their 
legitimate sphere of activities, and my fears are that if they are allowed to have banking 
hnsiness as suggested, it will at least for the present prove a failure. 

Question 9. — The purchase and sale of government securities are easily effected by 
the various agencies, Government, the Imperial Bank and other banks. Bifficulties do, 
however, arise when an advance is required against them. 

I can only think of a national savings movement scheme on the lines tried in 
England to allow of small agriculturists and small investors taking up some form of 
government security. 
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Question 10. — As far as I know there are no facilities afforded by the vd»ious financiak 
agencies in this district for purchase and sale of securities other than those of Government. 

Question 11. — do not think that the people in this district generally have any 
auiplij^ money with them, “^^enever they have a surplus, they bank or invest the same 
in one form or other, hfostly these surpluses are meant for meeting emergent ceremoniai 
expenses. 

Question 12. — ^Farmers, if they ever have any surplus, invest the same in improving, 
their cattle,, and ihiplements and meeting their wants which may have been waiting for 
want of funds. Any balance remaining on hand after meeting these requirements is 
invested on interest. 

Farmers do lend to fellow agriculturists on Es. 2 to Es. 3-2 per cent. 

Question 13. — ^It is true that banking, as followed in the West, is of very slow 
growth in India, but I do not think that the same can be said about the investment 
habit. 

I think propaganda and offer of attractive schemes will prove very useful in educating, 
the people, to invest their savings in unproductive imdertakings. 

B. — Cheque habit. 

Question 1. — I think the cheque habit is growing. The number of people whO' 
appreciate the convenience and advantages of dealing by cheques is steadily increasing. 
The indigenous banker, however, is rather conservative and does not much favour their 
use. In fact many of them will not accept them. 

Question 2. — If the abolition of stamp duty has not so far helped to increase the 
use of cheques and number of accounts, it should do so before long. 

Question 3. — Cheques are used mostly by the informed and educated classes. The 
sahukars and the bohras as a class do not seem to favour them. 

Question 4. — ^A freer use of cheques in all government dues and payments by cheques 
by district and municipal boards, schools, colleges, universities and other public bodies 
will popularise them considerably and help to remove the present vague suspicion against 
them amongst the various sections of the population. 

I am in favour of the idea of cheque accounts being allowed to be opened only 
at places where such facilities do not exist. The post office should not compete with 
joint-stock banks in this matter or be allowed to have such accounts where banks do 
exist : if at a place where the post office introduce the new system, a bank comes into 
existence later, the post office should close their cheque accounts. If any interest may be 
proposed to be paid, reasonable restrictions may be placed on the operations and amounts 
to be deposited and withdrawn. If, however, no interest is allowed, no restrictions on 
operations and withdrawals need be placed. 

Question 5. — I do not think that it will be free from risk to allow an illiterate 
persons to draw on his account by means of cheques in their present form. If special 
cheques of various denominations like promissory notes are supplied to him, not payable 
to bearer, but only to order, to be used by him in place of ordinary cheques, they may 
prove useful. They may be payable only to order, i.e., to known parties, so that in case 
of their loss or thef!; their misuse may not be possible. 

C. — Vernacular scripts in banking. 

Question 2. — ^I would not insist on the use of any script. The banker should be 
free to use sarraft^ Nagri or Persian script according to his choice and liking. 

D. — Imperial Bank of India. 

If any investment habit has been encouraged by the opening of new branches 
of the Imperial Bank of India it must be confined to a very limited circle. It doe^ not 
seem to be much marked and palpable. The opening of new branches has probably 
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Hbelped the trade and industry of the fortunate few, within a certain charmed circle. It 
has made movement of monej^ easier and cheaper. I do not think it has helped the 
^encouragement and consolidation of the indigenous hanking system. Nor do I think 
there has been any increase in facilities for agricultural credit, or that it has caused re- 
4ucti<m in the general prices of money. 


Kaj HAirt Kukcbu* 
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Rai Bahadur Pandit GOPAL DAS SHARMA, B.A., LL.B., Advocate, 
and Vice-Chairman, District Co-operative Bank, l^td.. Oral, 
district Jalaun. 


Replies to the questionnaire. 


I. — Agricultural credit and credit facilities. 

Part A, — Agricultural horrotoing for purposes of production. 

Question 1. — The agriculturists in this district borrow from Government, co-operative 
societies, and village moneylenders. 

The purposes for which they borrow are all those mentioned in the questionnaire 
except manure, building of tanks and other agricultural improvements. 

I cannot give the proportions asked for about government loans and village money- 
lenders but from the books of the district co-operative bank I fix a rough estimate as 
follows : — 

Per cent. 


(i) Repayment of earlier debts ... ... ... ... 4 

(ii) Payment of accumulated interest ... ... ... 2 

(iii) Marriage and other social functions ... ... ... 4 

(iv) Famine and other kinds of distress ... ... ... 1 

(v) Payment of land revenue or rent ... ... ... 50 

(vi) Seed ... ... ... ... ... ... 16 

(vii) Expenses of cultivation, e.g., wages of labourers ... ... 1 

(viii) Agricultural implements ... ... ... ... 1 

(ix) Litigation ... ... ... ... ... 1 

(x) Purchase of plough or other cattle ... ... ... 16 

(xi) Sinking of wells ... ... ... ... ... 1 

(xii) Subsistence ... ... ... ... ... 5 


I cannot give any idea of the proportion in which the debt is divided between the 
various classes of lending agencies, but generally, Government advances money for 
seed and bullocks, whereas the village moneylender advances money for seed, subsistence, 
bullocks, social functions, and other household expenditure. The co-operative bank makes 
only cash advances, whereas Government, advances cash and seed grain, and the village 
moneylender too advances grain and cash. But a definite idea cannot be given about the 
proportions of cash and grain. Practically, all grain borrowed is borrowed from money- 
lenders. 

Advances for seed are for short terms, whereas advances for other purposes are 
generally for long terms. 

Question 2. — ^Por cash advances co-operative societies charge interest usually at the 
rate of 16 per cent, per annum, while the village moneylenders charge at the minimum rate 
of 24 per cent, per annum. In the instalment system the process is that for every 
Rs. 10 advanced they charge Rs. 12, repayable in twelve monthly instalments, and in 
case of default they charge half an anna per rupee; on the pawn of ornaments they charge 
rates of interest varying from Re. 1 per cent, to Re. 1-9-0 per cent, per mensem. On the 
security of landed property the interest varies from 9 per cent, to 24 per cent. For loana 
in kind for seed the interest is on the sawai system for the rahi seed. For kharif seed it is 
only in rare cases that loan is taken. For other loans in kind the village moneylender 
charges sawai per crop, i.e., if loan is taken for a year, he will charge two sawais. 

The co-operative society charges only simple interest, whereas the village money- 
lender at times charges compound interest with yearly rests. 

The case of Bundelkhand is a peculiar one. Having regard to the difficulties that 
lie in the way of the moneylender when he proceeds to recover his dues, I am very much 
inclined to think that the rates charged by him are not exorbitant. There is the con- 
tingency of insolvency petitions. The decree-holder cannot attach the zamindari property 
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of the debtor owing to the 'provisions of the Bundelkhand Land Alienation Act. Even 
if the debtor has means to pay he can very easily evade payment. Besides these points 
there are many cases of bad debts which are irrecoverable. In spite of the fact that he 
is charging rates which are termed by many as exorbitant, I find that the village 
hania is not in a prosperous condition. In my opinion the sawai system is far cheaper 
than the 15 per cent, rate of co-operative societies, because at the time of making advances 
of seed grain the rates are generally higher, whereas at the harvest time the rates are 
comparatively low, and if the actual prices at the market rate be taken into consideration 
about the times of advance and repayments, the margin for interest is rather poor. Under 
the Bundelkhand Land Alienation Act, when possession of the mortgaged property is given 
to the moneylender, he is allowed no interest during the period he remains in possession, 
and thus the interest which has accrued during the earlier years is automatically cut down 
by the no-interest period. 

In the co-operative societies there are no incidental charges to the grant or repay- 
ment. In the case of advances by village moneylenders, the borrower has to pay stamp 
duty, writing charges, travelling expenses for going out to purchase stamps, and in several 
cases a small sum in the shape of dharta. Some moneylenders make some deductions out 
of the advanced money in the shape of charitable contribution. The borrower has to be 
under the influence of the maliajan for fear of refusal of an advance to be asked for in 
future ; and on occasions he has to render honorary services to the mahajan. At the time 
of repayment there are no incidental charges except when a receipt is demanded— -cost of 
receipt stamp and the writing fee, both to be borne by the borrower. In the matter of 
government advances the incidental charges are as follows. Sometimes they have to 
be incurred but in rare cases they are not incurred : — 

(1) Travelling and food expenses from the village to the headquarter of the district 
at the time of making application. 

(2) Writing charges for the application. 

(3) Bribes to the patwari, the qanungo and sometimes the treasurer. 

(4) Sometimes the zamindar also charges something for making a recommendat’on. 

(5) Writing charges of the bond. 

(6) Cost of feeding the chaprasi when he goes for collection. 

(7) Some haq to the treasurer at time of repayment of the loan, otherwise the 
borrower is detained for several hours and some of the coins are pretended to be counter- 
feit or of light weight. 

(8) Travelling and food charges while coming to the treasury to deposit money. 

Question 3. — House property and agricultural implements are taken as security 
only in rare cases, while ornaments, standing crops and land are taken as security. Land 
is not mortgaged for smaller loans. 

The assertion that the better the title to land the greater the amount of indebted- 
ness is generally correct. Personal security is regarded as sufficient in few cases : the 
greater the property the greater the credit of the man. 

The co-operative societies do not advance money on the security of landed property, 
but they do take into account all the property of the borrower at the time of appraising 
the normal credit of the man, though sometimes his honesty is also a factor. 

Land mortgage is not popular with creditors in Bundelkhand, the chief cause being 
the law of Land Alienation, whereby the creditor can neither foreclose on the property 
nor sell it. He is entitled to get possession of the mortgaged property for such peri^ as 
the Collector thinks proper, and for the period of possession no interest is allowed. If 
the debt is repaid by the usufruct before the period fixed by the Collector, the property can 
be released before the time fixed. 

Question 4. — ^If the debtor happens to be an honest man he will pay his creditor 
as much as he can, but if it becomes very necessary to obtain the assistance of the civil 
court, the creditor can get all the costs incurred by him, judicial and extra judicial, with 
some difficulty. 

Afghan methods of collection are employed in our district only by Si few Punjabis. 
Aittachment of property is the usual procedure, but as soon as the debtor is arresteid, in 
most cases he applies to be declared an insolvent. It is only when, the debtor is so poor 
that he cannot defray the expenses of an insolvency petition that he remains in jail. 
Co-operative societies can recover their dues as arrears of revenue through the Collector. 
This is a great convenience. 

There is not much difference in the market rate of grain and the rate charged by 
the lender. Cultivators generally know the market rate as they or their neighbours have 
to go to the markets to make purchases and sales. 
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Question 6. — ^As the agriculturist is heavily indebted he is always prepared to take 
advantage of the facilities provided by the Agriculturists Loans Act and the Land Improve- 
ment Act. But in my opinion the loans advanced by the (revernment to the agriculturists 
are not sufficient to meet his needs. Under the Land Improvement Act loans are granted 
very rarely. But under the Agriculturists Loans Act they are granted comparatively On a 
large scale. The Collector sends his proposals to the Government, but it is not always 
that the full amounts are sanctioned by the Government, and it must be remembered that 
the Collector has first to curtail the demands sent on by tahsils. 

In abnormal years Government advances taqavi more freely than in normal years. 

The chief defect in the taqavi system is that officers of Government are not in 
direct touch with the cultivator. In fact they cannot possibly be owing to the shortness 
of the touring season and press of “paper work.” The moral standard of the cultivator 
and the revenue underlings being so low, the tipping system comes in. Besides this, all 
the cultivators are supposed to be able to repay the loans incurred by them by the same 
date and on the same standard. In the matter of obtaining taqavi the cultivator is 
naturally tempted to put forward a false pretext, e.g., he stands in need of money for sub- 
sistence, but at the time Government is going to advance money only for bullocks; he 
will say that his bullocks are dead or that they have become incapacitated. In order to 
keep his body and soul together he will make a false oath, if necessary, and will tip the 
necessary persons. Unless the moral standard is raised and the Government feels the 
necessity of supporting the agriculturist to the full extent of his needs, no remedy can be 
suggested. 

Question 6 . — 1 am not aware of any instances where cultivators have combined to- 
•gether to produce a particular crop. No doubt such combinations are desirable as they 
have proved very beneficial in other countries, but having regard to the want of responsi- 
bility in the cultivator during the present times the combination suggested is not possible. 

Part B. — Agricultural borrowing for purposes of marketing. 

Question 1. — Cultivators bring their own crops on their bullock-carts to the market. 
Sometimes shop-keepers go to the villages and make direct purchases there. During the 
rains the grain is brought to the market on asses. The railway is not used for short 
distances. 

Crops for domestic consumption are not sent to market unless the cultivator is 
very badly in need of money or his stock is in excess of his needs. But other crops are 
not stored and are directly sent to market for sale. 

Question 2. — Cultivators never borrow money for marketing purposes. 

The district co-operative bank in this district does not assist in the marketing of 
crops, nor is this necessary. 

Question 3. — In the case of marketing bis crop nothing is paid by the cultivator 
to the moneylender. Some commission is paid to arhatias. This is generally from 8 to 
12 annas per cent. Where there are dalals something is paid to them also. The 
wholesale grain merchants make some charges for the maintenance of their own staff and 
for some religious and charitable purposes as contributions. 

Generally the charges are the same for all crops. 

In the markets the cultivator has to pay octroi in some cases, and he has to pay 
tehhazari for his carts. 

Question 4. — ^If the cultivator can lay by any grain he will store it in khantis. These 
kkantis are fairly satisfactory. Some grain is certainly spoiled in many of the grain pits, 
but I have no idea of the Western system of storage and have no suggestion to make. 

In markets the grain is stored in khantis or in gunny bags. No suggestions need 
be made for improvement. 

Question 5. — Cultivators do not store their grain in the markets and hence they 
obtain no credit on the security of grain. 

Question 8. — ^The system of weighment is satisfactory in my district except in so 
far that the system of weights is not uniform. It should be made uniform. 

Question 9. — Agricultural products of this district are not controlled by speculative 
dealers. 

Eai Bahadub Pandit Gopal Das Shakma. 



( 329 ) 


Part C.— Extent and nature of agricultural indebtedness. 

Question 1. — The principal creditors of the agriculturists are the Government, tJO- 
operative societies, indigenous bankers, professional moneylenders and grain dealers. 
There are no joint-stock banks in this district. 

Bicher agriculturists lend to the poorer to the extent their purse allows. 

Question 2. — ^Owing to the existence of the Alienation of Land Act in Bundel- 
khand, land cannot pass as the result of enforced payment of debt in the shape of or 
foreclosure. The property of a member of an agricultural tribe cannot be toansferred 
to a person who is not a member of an agricultural tribe without the sanction of the 
Collector, and hence the current is otherwise, i.e., the property is passing from the 
hands of non-agriofulturists to the hands of agriculturists but very little is passing from 
agriculturists to non- agriculturists. 

In cases where property is given to the creditor by way of theka for a certain 
number of years, the cultivator would not try to produce less or less efficiently as to do 
so he will be causing loss to himself. 

Question 3- A. — ^The operation of the Bundelkhand Land Alienation Act has resulted 
in an undue restriction of an agriculturist’s credit. For petty sums it is costly and 
difficult to obtain mortgage-deeds. Money on personal solvency can be advanced only on 
a small scale. Moneylenders cannot attach profits of zamindari. The court is not em- 
powered to grant tkeica of the property in cases of simple money decree. As soon ad the 
moneylender arrests his judgment-debtor, there is an application for insolvency immediately. 
The judgment-debtor has got enough of zamindari but the judge cannot touch it. The 
Punjab High Court has held that the judge can deal with the property to the extent of 
anything short of sale. But unfortunately the Allahabad High Court has held otherwise. 
The result is that a zamindar-dehtor can easily evade payment and save his zamindari. 
If necessary I can discuss this point in detail and at length. 

Question 4. — The landowning class is no doubt indebted but not as a class. Where 
there are good irrigation facilities and the soil is rich the. landowner is well off; but where 
they have to depend on rain water and the soil is bad they are as a rule indebted. 

Part D, — Credit facilities in respect of agricultural production and marketing. 

Question 2. — Generally the producer himself carries the goods to the market. But 
in some cases the village hanias purchase the produce and carry it to the mandi. There 
is no financing to the producer, nor is it necessary. From the mandi to the distributing 
centres, the wholesale merchants come and take away the goods. They pay a part of the 
price and for the rest they write a hundif or else the commission agent (arhatia) sends the 
goods by rail and the railway receipt is sent to/ his own arhatia who in return collects the 
money from the merchant and sends it to the consignor. Local dealers go to Cawnpore 
and purchase goods partly on cash and partly on credit. They have to pay interest at 
7J per cent, per annum. The balance due is remitted from time to time at the convenience 
'Of the purchaser. 


Part F, — Co-operation. 

Question 1. — Co-operative banks take loans from the joint-stock banks. Joint- 
stock banks advance money to co-operative banks on the security of promissory notes of 
societies or government and other securities. This is the only relation between the two. 
Sometimes joint-stock banks grant cash credits to the co-operative banks. 

There is no joint-stock bank in this district. 

Question 2. — Co-operative societies have no special difficulties in Jalaun district in 
raising either short or long-term capital. 

Question 3. — The amount available for the co-operative movement in our district 
is more than sufficient. This district finances other district and central banks. 

Question 4. — Government has already exempted co-operative societies from income- 

tax. 

Question 6.— The establishment of the provincial co-operative bank would stimulate 
the co-operative movement in this province. 
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II.— Indigenous Banking. 

H. — Defects in statutory and customary law regarding recovery of debt. 

Question 1. — ^I consider the statement to be quite true. The creditor always finds- 
the debtor “protected” by law at every step. After leaving aside the protected things^ 
there remains practically nothing for the decree-holder in the majority of cases. The 
amins and chaprasis have to be paid handsomely before the decreeholder can except^ to 
get anything. The difidculties are in the process of law many and of different varieties. 
Amendments can be made in some of the laws. I cannot suggest any remedy for the 
dishonesty of amins or the chaprasis. 

Question 2. — ^From my personal experience, I can say that the Usurious Loans Act 
is almost a dead letter. 

ni.— I nvestment habit and attbaction op capital. 

A. — Encouragement of saving and investment habit. 

Question 4-A. — I do think something similar to the national savings movement, 
in England is possible in India. The probabilities are that it will work well. 


(For oral evidence, see pages 331 — 336.) 
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ORAL EVIDEHCE. 


Laoknow, January 30, 1930. 


Present : 

Mb. E. a. H. Blunt, o.i.e., o.b.b., i.o.s., m.l.o. ... 
Dr. Radhakamal Mukerjee, m.a., pIi.d. 

Rai Bahadur Babu Mohan Dal, m.a., ll.b., m.l.o. 
Mr. Mohan Lal Sah, m.a., ll.b. 

Rai Bahadur Pandit G. S. Upadhya, b.a. 

Dr. L. C. Jain, m.a,, ll.b., ph.D.. 


CUairman.- 


Members, 

Secretary, 


{Witness: Rai Bahadur Pandit Gopal Das Sharma, b.a., ll.b., Advocate and Vice- 
Chairman, Dtstrict Co-operative Bank, Ltd., Orai, district Jalaun.) 


The Chairman : I want to ask a general question. Your estimate of the debt' 
is divined into various sub-heads. Would you tell me on what basis you built up 
those percentages? — I should say it is guess work. 

That is a drastic condemnation. I would prefer to say that those percentages ara 
based on your experience, 

Eai Bahadur Pandit G, S, Upadhya : He says in his written note that he took 
his figures from the books of the district co-operative bank. — (Witness) : They are not 
a good criterion for coming to any definite and true opinion. In their case it is wholly 
uncertain whether they actually spend the money or not. 

The Chairman : Also the books of a co-operative bank would not be very helpful, 
because there are so many things for which a co-operative bank would not lend money? 

Rai Bahadur Pandit G, 8, Upadhya : They do lend money for all these objects 
because it is allowed under the law. 

The Chairman : But only to a small extent. 

Rai Bahadur Pandit G. S, Upadhya : Yes. 

The Chairman ; You have put down 60 per cent, for payment of land revenue. 
Is that not a very high figure? — The position is this. As soon as they sell their crops 
they deposit the whole money in the bank. When the time comes for payment of land' 
revenue, they borrow from the banks and pay the land revenue. 

Rai Bahadur Pandit G. S. Upadhija : That would apply only to your bank and' 
a few other societies. This does not apply to societies in other districts? — I have said 
that in regard to my district. 

So this is a special case? 

The Chairman : Fifty per cent, is a very high figure, but it is explained in the 
way that first they deposit their whole income into the bank and then they borrow for 
payment of land revenue. 

Dr, Radhakamal Mukerjee ; Does the bank sell their produce? — ^No. 

The Chairman : What is the effect of the Bundelkhand Land Alienation Act on 
the moneylender? — The moneylender is not now inclined to advance money to zamindars, 
because he thinks that he cannot recover his money. The court cannot sell the property 
of an agriculturist under the Land Alienation Act. The position is this. Suppose a 
man owes Rs. 1,000 and the creditor obtains a decree from the court for his money, 
but even after the decree is obtained, he cannot recover the debt. There is another 
point. If a debtor dies, his heirs are not liable to pay the debt and the property cannot 
be sold. 

It means that as the land has become non-transferable there is no security for 
the creditor to advance on ? — ^The Act requires amendment. When the debtor can 
mortgage his property, there is no reason why the court should not appoint a 
receiver for the collection of the profits or allow the judgment -deb tor to sell his property.. 
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in the Punjab also there is the Land Alienation Act and there the High Court has 
^held that in certain circumstances they could ‘allow the sale of the property, but the 
Allahabad High Court does not agree with the Punjab view. 

Rai Bahadur Babu Mohan Lai : The court cannot appoint even a receiver for 
profits? — No. A case went to the court of the District Judge of Jhansi, and he ordered 
the appointment of a receiver. An appeal was filed from his decision in the High Court 
and the High Court said that the lower court had no power to appoint a receiver. If 
there are arrears of land revenue, then the creditor can get possession of the property 
under the Land Bevenue Act, but the civil court has no such power. When the 
revenue courts have that power, there is no reason why civil courts should not also 
have that power. 

Dr. Radhakamal Mukerjee : You will agree that complete sale or transfer to the 
moneylender is out of the question? — Yes. 

The Chairman : Would you suggest the extension of the Bundelkhand Land Aliena- 
tion Act to the entire province? — Yes. 

Do you think it would be a good thing, by reducing the credit of the landlord, 
to prevent him from borrowing beyond his means? — ^As a matter of fact, the Act is 
already in force in the Mirzapur district, some portion of Allahabad district and part 

of Etawah district, and if it is extended to other districts also it will, I think, have 

a good effect. 

Rai Bahadur Babu Mohan Lai : Will you confine its application to agriculturists 
only? — ^Yes. The Act provides for a declaration by Government of certain tribes as 
agricultural tribes, viz. Brahmans and Thakurs. 

Suppose a Thakur has got a full village, bat he actually cultivates only 20 bighas. 
In resect to which will he come under the Act? — It is not a question of actual cultiva- 
tion. The law provides for the declaration of certain tribes as agricultural tribes irrespec- 
tive of the fact whether they actually cultivate or not. For instance, a bania is not 
considered to be of an agricultural tribe, and even if he cultivates 2,000 high as of land he 
cannot be declared as such. 

Dr, Radhakamal Mukerjee : The actual intention of the law, I believe, is to pro- 
tect the actual tiller of the soil. If the law prohibits the transfer of holdings of actual 
cultivators, whether by way of mortgage or sale, it will, I think, serve the purpose 

better? — That may have been the idea, but we have to take the Act as it stands. 

The Chairman ; The idea was to prevent land passing from old zamindars to the 
hands of non-agricultural tribes. 

Dr. Radhakamal Mukerjee : That was also the idea behind the Land Alienation 
Act that was passed in the Punjab, i.e., the actual tiller of the soil should not be 
^expropriated. When you want this Act to be extended to the whole of the province, do 
you want that all holdings including areas which may not be cultivated by the zamindar^ 
should be made non-transferable or only the land actually cultivated by the zamindar ? — 
The law requires certain changes in the matter of moneylending. It is in fact a 
provision to keep the zamindari in the hands of persons who have been holding it. 
That is the idea. 

The Chairman : On the other hand you may transfer the land from one zamindar 
to another zamindar. So it is not quite the same thing; but certainly it is meant to 
keep land in the hands of the old zamindar ^ if it is possible, or at least in the hands of 
zamindars of the same agricultural class. 

Dr. Radhakamal Mukerjee : Do you think that such legislation should not be 
undertaken unless there is a very careful inquiry in the districts as to who should be 
regarded as zamindars and agricultural tribes ? Is it not possible that those persons 
who are zamindars in one part of the country, may not be zamindars in the other part? — 
Yes. 

Who cultivates land in such cases? — ^Either the mdhajan himself or he sub-lets 
to some, one else. 

The Chairman: Who are the mahajans in this case? Do tenants and landlords, 
who are mahajans, take these sub-leases? — Those, who are zamindars, will gladly take 
the land if they can afford to take it. 
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But the average moneylender does not talse land unless he is desirous of cultiva- 
tion? — He takes land very seldom for cultivation. 

He may enter into partnership with some one else and take land? — Yes, that he 
can do. * 

Du Radhakamal Mukerjee : Should w^e also restrict this kind of sub-leasing of 
the occupancy and exproprietary holdings in the same way in which the transfer of 
land from a zamindar to a moneylender has been restricted? — There are already suffi- 
cient restrictions under the law. 

Rai Bahadur Bobu Mohan Lai : Should there be no restriction on sub-leasing? — 
No. Tenants very often stand in need of money. 

So do zamindars also. — (Witness) : That is the reason why I say that there 
should be no restriction on mortgage or sale to an agriculturist, though they should 
not be allowed to sell their property to a non-agriculturist. My point is that cfvil courts 
are not authorised to give a lease or theka of the property. That is the chief difficulty 
of the moneylender. 

Dr. Radhakamal Mukerjee : You say that there are cases in which a non-cultivating 
moneylender takes the lease and then sub-lets the holding to somebody else. In that 
case you have a sub-tenant who is evictable within the period of the lease? — 
In the patwari's papers he will not show the name of the sub-lesseow Also, you cannot 
stop this practice, because cultivators stand in need of money and that is the only 
way in which they can raise it. 

The Chairman : It is practically their only security. 

Dr. Radhakamal Mukerjee : You might obtain better facilities from co-operative 
banks? — If they arc organized on a very large scale,. There is not a co-operativo society 
in every village. In Jalaun there are 1,000 villages, while there are only about 126 co- 
operativo socie.tiec. 

Do you know that in some other provinces there are more effective restrictions on 
sub-letting? — I do not know. 

Mr. Sail : Has not the passing of the Land Alienation Act reduced the value of 
land? — ^Yes. Non-agriculturists cannot purchase land and agriculturists have not got 
the money to purchase. Naturally the price has come down. 

Can you sav to what extent? — I cannot give that information. All I can say is 
that they cannot find a purchaser when they want to sell their property. Cases often 
arise- in which the Collector sanctions the sale in favour of a non-agriculturist when he 
finds that an agriculturist is not willing to pay the proper price. 

The Chairman : There is another point. In some of the evidence I have received 
it has been suggested that this new Agra Tenancy Act passed in 1926 had the effect 
of reducing the value of land by 40 per cent. Do you think that is possible? The 
statement seems to be totally increditable. — (Witness) : At first I myself thought that 
the value of the land would be reduced, and in some cases it had the effect of reducing 
the value. The position is this. There were cases in which the tenant was paying 
actually Rs. 10, but in the patwarVs papers Rs. 2 only were entered. The zamindar 
quietly put the extra Rs. 8 into his pocket and had not to pay any land revenue on 
that amount. At that time he had power to .eject the tenant within a certain period, 
but now he could not do that and if only Rs. 2 w’^ere entered in the paiwarVs papers, 
his profits w^ere reduced to that extent. So in the case of those zamindars, who resorted 
to these questionable means there was a loss, but those who had put down the full value 
in the papers, did not lose anything. That is the exact position. 

Can you not enhance the rent every ten years? — Yes, you can by 25 per cent. 

Rai Bahadur Bahu Mohan Lai : If the co-operative movement is better organised 
end extended to every village, would it not fully meet the requirements of the agricul- 
turist? — ^No. 

Why? — Because co-operative societies fix a certain amount of credit which they 
call normal credit, and beyond that normal credit they would not advance, except in 
very exceptional cases, say at famine times. If the man stands in need of more 
money, he will have to go to other sources. 

Would not other lenders look to the maximum credit of the man? — ^He will go to 
one mahajan first, then to another and so on, and ultimately he will be insolvent. 

So he will go on cheating people. But if co-operation extends and people acquire 
a better mode of living, would that not have a salutary effect? — No, you cannot help 
that. 
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The Chairman : Pandit Sahib seems to be altogether pessimistic about human 
caature. 

. Dr. Radhakamal .Mukerjee : With better finance and better normal credit can 
we induce him not to go to any other moneylender? 

Rai Bahadur Pandit G. S. Upadhya : The bank has got sufficient money, but 
we have to see to the security that the debtor can offer. 

Rai Bahadur Bahu Mohan Lai : If others are willing to join him? — ^But there 
can be no check upon him. 

Dr. Radhakamal Mukerjee : The security will be oi unlimited liability. Will it 
not be a sufficient check? — ^No, that is not a sufficient check. 

That has been a check elsewhere. — {Witness^) : When once a surety learns that he 
has to pay for others, he will never again enter into it. 

Instead of withdrawing from the bank altogether, will he not supervise the 
expenditure of his fellow cultivators and control it? — ^No, he cannot do it. 

Rai Bahadur Bahu Mohan Lai : I have found that practice in some areas of 
the province. — (Witness) : They try, no doubt, but they do not succeed. 

The Chairman : Is it never desirable to kill competition? 

Rai Bahadur Pandit G. S. Upadhya : The agricultural moneylenders are there 
and you cannot do without them. 

Mr. Sail : If the moneylenders are given the same facility for realisation as the 
co-operative societies, do you think it will be helpful? — Yes. 

The Chairman : You consider that one method of cheaping credit is to give the 
moneylender more facilities for recovering his debt? — Yes. 

Your point of view is that the average debtor hopes to borrow up to the maximum 
of his credit from A, and then he goes to B, and then to C, and so on. In other 
words, he has got as many credits as he has moneylenders? — ^Yes. 

That seems to me to suggest that a little co-operation between creditors is needed? — 

Yes. 

A suggestion has been made to us that there should be a co-operative society 
of moneylenders. In other words, they should pool together their resources. I think 
yon see the difference between an ordinary co-operative society and a society of money- 
itnders. Instead of A, B, C and D lending individually there would be a society of 
persons for lending to outsiuo people. — (Witness) : It would not do, unless it be a 
society for the whole district. 

It depends upon circumstances. It may be by tahsils or by districts. — (TY»tnc55) : 
I have not thought over this question. 

It is a line possibly worth following up. — (Witness) : It might do some good. ' 

Mr, Sail : Do you think that monevlendcrs will give up iheir position of active 
business and merge themselves into a co-operative society, a co-operative society of 
the’r own? — It is not a question of merging themselves into a society. If a money- 
lender finds that a person has borrowed money elsewhere, he will be shy to advance 
further sums. 

He will have to give up his active business. — (Witness) : He will be able to save 
himself. 

Rai Bahadur Bahu Mohan Lai : The question of cheating will disappear and the 
mahajans will combine together to see that they are not cheated. — (Witness) : Yes. 
In fact many mahajans are surprised when the notices reach them from insolvency courts 
about the indebtedness of their debtors. 

Dr. Radhakamal Mukerjee : If the moneylenders are too scattered to form into 
ti co-operative society of sahukars and if we license the village sahukar to prevent him 
from charging more than a fixed rate of interest, and if we lay down that no land 
of the peasant can be transferred either by sale or by mortgage, do you think that with 
such restrictions an easy and protected credit would be available to the tenants? — 
What will be the protection? 

The projection is this that the rate of interest is guaranteed. — (Witness) ; You 
guarantee this, but how are you to realize money? 

We won’t license any other moneylender in that area. — (Witness) : There is 
mot much competition. There are not many moneylenders. I should call them a dying 
race. 
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The Chairman : It will take a long time for them to die. 

Rai Bahadur Pandit G. S. Upadhya : They will never die. 

Rai Bahadur Babu Mohan Lai ; They are not dying : they still hold the sway 
4n villages. 

Dr. Radhakamal Mukerjee : What do you think of licensing the moneylenders 
under certain conditions ? — There should be licensing of monylenders and we should 
<put some restrictions on their books also. 

That you think would be useful? — ^Very useful. Cases do arise when the debtors 
make their payments and these are not entered into books and decrees are passed against 
ihem. 

Mr. Sah : By whom do you think should the books be audited ? — Auditors should 
be appointed. 

Don’t you th’nk they will abuse their position? — ^There is always room for abuse 
everywhere. 

Supposing there is a case like this. A man pays his creditor a sum of Bs, 6 
and it is not entered in his books. What remedy do you suggest? — Creditors should 
be compelled to give receipts. 

Do you th’nk the people are keen for taking receipts? — If the law is passed to this 
effect, people will insist on this. 

Do you think that they will insist upon this? — Yes. 

Don’t you think that these receipts can be fictitious? Supposing a man pays 

Bs. 6 and only Re. 1 is entered in the account and the man concerned is illiterate. — 
(Witness) : At times such cases might arise: it is not generally the case. 

As regards moneylenders, do you think that they are generally honest? — ^They 

are not generally dishonest, but there are stray cases of this type. 

Rai Bahadur Babu Mohan Lai : Quite so. 

The Chairman : The average moneylender of the village is a small man. His capital 
IS somewhere about a thousand rupees. Suppose there is a succession of bad years 

and he has not been repaid. The result is that at the end of the time he has got no 
money left and he is as badly off as his own debtors. Would it not be better to pool 
together their resources in the shape of these co-operative societies of moneylenders? 
Do you agree to that? — Yes. 

A lot of difficulty in the matter of agricultural credit is due to the fact that it is 
broken up in small parcels all over the country? — Yes. 

Rai Bahadur Babu Mohan Lai : As to marketing, what is your experience? The 
agriculturists being ignorant are at the mercy of the village weighmen. Do you think 
that the present system of marketing is better, or, is there any room for improvement so 
that the middleman’s profits may be decreased? — On our side, the agriculturists come 
direct to the mandi and sell their produce at the market rate. It is rare that it is sold 
in villages. I should say that in 95 per cent, cases they come direct to the market. 

Even if they have got one seer of ghi, they will go to the market. 

There are no middlemen? — ^Not many. 

Dr. Radhakamal Mukerjee : You have spoken of dalals and arhatias. Are you 
aware that co-operative marketing has been a great success in other parts of India? — 
I have no knowledge about that. 

You may not have personal knowledge, but you may know that co-operative market* 
ing has been tried in ofher parts of India with great success? — T am not aware of it. 

Do you think that co-operative marketing is not a possibib’ty, or that it cannot 

be tried even as an experiment in your district? — It might be tried as an experiment, 

but I cannot say whether it will be a success, because it will entail additional expendi- 
ture. The whole thing has to be collected at a place and under some management which 
has to be paid for and then it has to be brought to the market in hired carts. 

In co-operative societies expenses are defrayed from the profits which are at 
present taken by the middlemen. 

Rai Bahadur Pandit G. S. Upadhya : It is a question of organisation. If it can 
be organized there is a possibility of its success? — I caunot say that there is a possibility. 
Bareilly tried the experiment of carepentry work, but it did not succeed. 

Dr. Radhakamal Mukerjee : This co-operative marketing is for agricultural pro- 
duce. — (Witness) : I have doubts. 

(The Chairman thanked the witness, who withdrew.) 
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Pandit PARMESHWAR NATH SAPRU Sahib, Managing Dlieotor, 
District Co>K}perative Bank, Ltd., Fyzabad. 

Replies to the questionnaire. 

I. — Agricultural credit and credit facilities. 

Part A. — Agricultural borrowing for 'purposes of production. 

Question 1. — The agriculturist borrows from the following classes of moneylenders 
in my district : — 

(1) Vdlage moneylenders. 

(2) Zamindars. 

(3) Grain dealers in the vicinity. 

(4) Co-operative societies. 

(5) Government. 

(6) Kabulis or Punjabi moneylenders. 

The purposes for which he borrows and the proportion of debt due to the various 
objects are as follovrs : — 

Per cent. 

Repayment of earlier debts and accumulated interest ... 15 

Marriage and other social functions ... ... 10 

Famine and other kinds of distress ... ... 5 

Payment of land revenue or rent ... ... 26 

Agricultural expenses, including purchase of seed and 

implements and wages of labourers ... ... 20 

Litigation ... ... ... ... 3 

Purchase of plough and other cattle ... ... 10 

Sinking of wells and building of tanks ... ... 2 

Subsistence ... ... ... ... 10 

The debt is divided between the various classes of lending agencies in the follow- 
ing proportion 

Per cent. 

Government ... ... ... ... 6 

Co-operative societies ... ... ... 8 

Village moneylenders ... ... ... 40 

Grain dealers and zamindars who advance grain and 

moneylenders who advance grain ... ... 50 

Kabuli and Punjabi moneylenders ... ... 2 

Of the total debt half is incurred in cash and half in grain, while 60 per cent, 
is incurred for short periods and 60 per cent, for long periods. 

Question 2. — ^The rate of interest charged in my district varies according to the 
credit of the agriculturists. 

For cash advances it is from 26 per cent, to 75 per cent. This rate is charged 
usually by village mahajans. The co-operative societies, however, charge 16 per cent, 
per annum. 

For loans in kind for seed the usual rate is sawai, i.e., 25 per cent., but the 
moneylenders who do this sort of business also and the zamindars charge deorhi, t.e., 
50 per cent. For other loans in kind the rates are practically the same. 

As regards the methods of calculating interest, so far as the interest in kind is 
concerned the method is plain. The cultivator does all the thr^hing but the whole 
process is watched by the lender or his men. The threshing being over the grain is 
repaid to the lender, IJ or 11 times the total grain received being returned. Cash interest 
is calculated monthly and at the end of the year it is compounded. 

The rates of interest are in my opinion exorbitant. 

OtJier charges incidental to the grant or repayment of loans are — 

(1) Rhare in gra n of the person watching on behalf of the lender. 

(2) Deduction from the total amount lent, advance interest for the first month 

or first half-year, as the case may be. 
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(8) Pay of the debt collected at the rate of 2 annas or 4 annas a day for the 
number of days he is required to remain at the debtor’s door for realization. 

Question 8. — ^Where the agriculturist has land in which he has transfer- 
able rights the security taken is land mortgage. In some extreme cases ornamehts; 
are also pledged as security. Standing crops are not formally pledged, but as soon as the 
-crops are ready, the creditors torment the agriculturist for payment of their debt either 
in cash or in kind. Agriculturists’ implements are not given m security in this district. 
But the houses, trees, live-stock, etc., are taken into consideration by the co-operative 
-societies before granting loans to agriculturists. 

The better the title to land the greater the amount of indebtedness. 

My idea is that 96 per cent, of tenants are indebted. The small landlords or 
under-proprietors are also in debt to the extent of 90 per cent. ; of these, the tenants 
(at-will) with no rights in land are cent, per cent, in debt, whereas the occupancy and' 
-ex-proprietary tenants* debt varies from 80 per cent, to 90 per cent. 

The amount of debt secured on land mortgage is increasing. It is difficult to 
draw a comparison, but those that have land prefer to mortgage a portion with 
possession so as to be immune from the exorbitant rate of interest and also from 
the payment of any interest as the tsufruct is taken in lieu of interest. When better 
days return they redeem their mortgage. 

Question 4. — ^Payment of debts from agriculturists is enforced in my districts by 
the following methods : — 

(1) Attaching standing crops or recovering the debt from the crop as soon as it is 
brought on the threshing floor. 

(9i) Taking service as ploughmen, etc., in lieu of debt. 

(3) , Obtaining a lease or sub-lease of a portion of the land and paying off the 
-debt from the nsnfmct. 

(4) Obtaining decrees from courts and getting the family chattels attached and 

•sold. 

So far as my district is concerned, grain is borrowed on the deorhi or satoai 
system, as the case may be, and is paid when the crops are ready, i.e., for every 
seer of grain borrowed seer or IJ seer is paid when the crops are harvested. The 

question of rate, therefore, does not come in. 

There is no means by which the cultivator may be able to ascertain the pre- 
vailing rate in the market from time to time. 

Question 5. — The cultivator does not usually take advantage of the facilities pro- 
vided by the Agriculturists Loans Act and Land Improvement Act. In fact he is 
loath to take loans from the Government. He does so usually under great pressure 
of circumstances. 

The reasons are that — (1) his habits are not regulated and he cannot pay the 
instalments in time. The result of this default is that the money is realized as 
arrears of government revenue, and he has either to allow his cattle and other 
property to be sold, or to borrow from a mahajan at an exorbitant rate of interest, 
(2) the full amount of the loan does not reach him. The patwari, the. kanungo 
and other amlas charge from him their haq, which in itself comes to about 3 or 4 
per cent. 

In abnormal years the cultivator borrows taqavi freely. He borrows it for the 
purpose of providing himself with food, but under the pretexts of purchasing seed and 
cattle or sinking a well. At a rough estimate he borrows 100 per cent, more than he' 
borrows in ordinary years. 

The defects in the taqavi system are that a very cumbrous method of distribution 
is provided and the cultivator is in consequence exposed to trickery and pec^ation. The 
instalments are also not as easy and as far bet-ween as they should be. 

The best way to distribute taqavi is to give the money through co-operative banks 
and societies, to fix very easy instalments and to spread the payment over a period of 
80 to 40 years. 

Question 6. — ^The cultivators do not combine together to produce particular crops. 
They, of course, help each other in ploughing, watering and sowing some crops. Com- 
bination would certainly* be of great advantage. It is both possible and desirable. When 
ondb the cultivator has realised the benefits of collective farming he would, I am sure, 
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welcome the system. But this system will appeal to the poorer tenants more than the* 
richer ones. 

Question 7. — The present system of agricultural borrowing is very defective. It 
throws Ihe cultivator at the mercy of the mahajan. There is no document executed for 
the money borrowed. The debt is a parole one and is entered in slips or irregularly-kept 
books of accounts. The tenant does not know how much interest has accrued. There 
19 no accounting. There is no informing the tenant every year or six-monthly that so* 
much interest has accrued. The payments made by the tenants are not certified and 
in course of time the tenant forgets how much he paid and how much is still due. He 
has to rely upon unscrupulous Shylocks. The result is that the poor tenant is not free 
from debt as long as he lives, and when he dies his heirs are pledged to the mahajan for 
their lives. Where grain is paid in lieu of cash the mahajan usually employs weights- 
of greater weight, and when advancing grain as loan he uses lighter weights. Thus 
the tenant gets less in weight and pays more. 

The whole trouble is due to the following causes : — 

(а) Illiteracy of the cultivators. 

(h) Irregular and extravagant habits of the cultivators. 

(c) Dishonesty of the mahajan. 

(d) There being no system of account-keeping by the tenant or the mahajan. 

(e) Extreme poverty of the cultivator and his having no right in the land he culti- 
vates. 

I suggest the following remedies : — 

(1) Free and compulsory education both for boys and girls. 

(2) Adult education. 

(3) Passing of some law whereby the mahajans should be compelled to give 8’ 
iarhhat to the cultivator for the loan he takes and to enter in it all the payments he- 
makes. 

(4) Making it penal to charge interest at more than 25 per cent. 

(б) Granting occupancy rights to the tenants. 

(6) Carrying out village uplift work amongst the tenantry and teaching them 
regular living and regular habits. 

(7) Teaching the cultivator to learn how to keep some account of his tenancy, 
f.e., how much land he cultivated; how much he spent on seed, manure, ploughing, 
watering, threshing, etc., and how much he got by sale, of the crop, thus enabling h’m 
to know the result of his labour and to find out his annual gain or loss and to remedy 
the causes that caused him loss. 

Part B. — Agricultural borrowing for purposes of marketing. 

Question 1. — ^There are. four ways in which the principal crops of my district are 
brought to market — 

(1) The crops are sold while in fields after appraisement; such method is adopted 
by big grain exporters. 

(2) The banias go to the cultivators after the crops are stored and purchase them 
at their house. 

(3) Those cultivators who have large holdings take their crops to the nearest 
market on pack animals. 

(4) Still larger cultivators take their crops on bullock carts to the principal marketa 
of the district or of adjoining districts. 

The methods of marketing vary according as to the crop is one mainly used for 
domestic consumption or one mainly sold in the market. The latter (e.g., gur, wheat 
rice of good quality, etc.), are invariably taken to the principal market of the district, 
while the former is mostly sold in adjoining markets or in the village itself, but it is 
fioU under great economic pressure as the tenant keeps it in reserve for himself. 

Question 2. — The money to finance the marketing of crops is obtained from the 
following classes of lenders : — 

(1) Banks, (2) grain merchants, (3) exporting firms, (4) village banias. 

The banks generally deal with established firms of buyers and its doors are closed 
to the poor cultivator. They beep godowns where the crops are stored after purchase by 
tbe dealers in grain. Certain percentage is taken as deposit in order to ensure against 
any loss and the crops are sold at the bidding of the purchaser. Interest is usually' 
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charged from TJ to 10 per cent, in addition to insurance charges, house-rent and watch 
and ward charges. 

Grain merchants open baras or houses in the countryside and cultivators take 
their crops there and sell them to the dealers for cash. If no purchaser is found or full 
value is not obtained the grain is stocked in the bara on payment of rent and the mer- 
chants advance money on its security in order to cater to the immediate necessities of tho 
cultivators. • 

The exporting firms usually make some advances for particular crops to the tenantf 
through their agents; when the crop is ready they pay the price after weighment. But 
in such a case the balance of profits is always on the side of the exporter. 

There is a co-operative society in my area as well as in my district, but it does not 

resist in the marketing of crops either by lending money or otherwise, I ilo think that it 
should help in marketing. It would certainly entail great work, excessive supervision and 
huge organisation, but I am convinced that such a system would immensely help the culti- 
vator and do him incalculable good,— it would bring to him higher value and ensure to him 
the full price for his goods and it would save him from a lot of trickery, peculation and 
dishonesty of the purchasers. 

Question 3.— The cultivator ordinarily pays the following charges in the case of 
marketing his crop to — 

(i) The local moneylender — (a) Weighing dues, (b) charitable institutions, (c) 
servants. 

(ii) The commission agent — (a) His share of crop as commission, (b) his servants, 

(c) charitable institution, (id) weighing dues. Over and above this the cultivator is 

swindled of his crop in various ways, e.p., weighing more, etc. 

(iii) The broker — The broker gets his dalali. 

{iv) The wholesale grain merchant (heopari)—(a) The wholesale grain merchant 
gets a chattack for every 5 seers that is weighed ; (h) He gets 6 seers for every cartload 
of grain for his servants; (c) Subscription in grain is in every case given out of the 
grain; (d) Weighing dues; (e) Arhat to the man through whom it is sold. 

These charges vary with different crops. There are other incidental charges, e.fif., 
giving alms or something to the local deity or Ramlila fund, gaushalla or similar objects. 
Tho sweeper, the waterman and the hangers-on always get their share of the spoil also. 

Qucfttion 4. — The cultivator stores his grain in his own house in mud cells called 
dehri. Where the co-operative societies do the marketing business, the crops are stored 
at a common place in khatis or grain pits. The poverty of the tenant does not leave any 
room for improvement in the existing state of affairs. 

In markets grain is stored loose in large godowns. Gur is kept in the second 
storey in rooms where air and light cannot penetrate. 

If the floor of the godown is well cemented or paved with stones and the walls 
also cemented it would bo a decided improvement and would save the grain from con- 
tamination as well as from being spoiled and eaten by rats. 

Question 5.— It is only merchants who do grain business and have not sufficient 
funds to feed their full business that use the grain stored in markets as security for 
obtaining credit. 

Question 7.— I know of no instances where cultivators combine together to market 
particular crops. It is only combination that tho cultivators lack. If this can be sti- 
mulated or developed in them it would open a new era to them. 

Part C.— Extent and nature of agricultural indebtedness* 

Question 1. — ^The existing indebtedness of the agricultural classes of Oudh is ap- 
palling. So far as Fyzabad district is concerned it is no exception. The renort on the 
settlement of the land revenue of the Fvzabad district comniled. by. A. MiUer, Esq., 
I.C.S., officiating settlement officer, published in 1880, presents a very gloomy picture, and 
I make no apology for quoting it in full as showing what the state of the agricultural 
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^ilasses was then. Pacagraph 89 rims as follows : — “Next above there come cultivators r 
whose profits are probably just what they are in other parts of Oudh, just enough to pay 
for the labour the keeping up of their stock.” Even this may, however, be above the 

for cultivators do not always possess sufficient stock for independent cultivation. 
KTh^e are many who have not more than a single bullock, and the only way they can pull, 
on, is by mutual asaUtance, such. as. combination of stock and of labour. In further illus- 
tration of the condition of this class it may be added that some years ago it Mias consideree 
tadeznand special enquiry, and it was then elicited that no less than 90 per cent, were in 
debt. A second more recent enquiry was made last year, and though a change for the 
better appears to have taken pilacei in the Fyzabad tahsil, even there 50 per » cent, are still 
in; debt (some up to double their income). In the Akbarpur and Bikapur tahsils 60 per 
cent, are in debt , (half up to more than a year’s income),, and in Tanda the p^centage re-, 
meins as; before ^ai 90 per cent. This was the state of afitairs'50 years ago. They have 
gone down since. My estimate therefore is that the indebtedness of the agricultural classes 
ean fairly be assessed at 90 per cent^ 

Question 2. — The principal creditors of the agriculturists are — 

(a) Government. 

(h) Co-operative societies I 

(c) Indigenous bankers. 

(d) Professional moneylenders. 

(e) Grain dealers. 

(j) Zamindars, 

There are very few rich agriculturists, and even where there are any they can be 
counted on one’s fingers. They very rarely help their poor brethren; and where they do' 
so it is only for the sake of obtaining their labour. 

My estimate is that 60 per cent, of the total debt is advanced by professional money- 
lenders, 30 per cent, by grain dealers and zamindars who deal in grain, about 5 per cent, 
by indigenous bankers, about 4 per cent, by Government, and less than 1 per cent, by 
co-operative societies. 

Question 3. — think that as the result of the enforced payment of debt, land and the 
rights in land are passing from the possession of efficient farmers into the hands of cre- 
ditors who are not efficient farmers, and that production is thus affected. 

Question 4. — I think the land-owning class in my district is in no better position 
than the cultivators. Their indebtedness also I assess at 90 per cent. 

Questum 6 . — ^The following are the special causes of the indebtedness of the land- 
owners : — 

(1) They do not work in the fields themselves and take work from hired labourers. 
<Ten per cent.) 

(2) Their extravagant habits, excessive marriage expenses and other social expenses. 
(Forty per cent.) 

(3) The rise in the' standard of living. (Thirty per cent.) 

(4) Litigation expenses and low produotive power of land , due to neglect for want 
of money. (Twenty per cent.) 

Question fi.— -The land-owning classes do not pay any specially high rate of interest ; 
on the contrary, their rate of interest is comparatively low. Their land is mortgaged with 
possession. This reduces their means of support and the result is that they are further 
involved in debt in* order to keep their bod 3 r and soul together and t^ maintain the pres- 
tige of their family^ This results in course of time in the total extinction of their land 
which is sold or foreclosed. They have thus either to depend on labour or migrate to 
Calcutta, Bombay or Rangoon and eke out their miserable existence. Some of them take 
to crime. 

Part D . — Credit f acuities in respect of agricultural production and marketing: 

Question 1.— The Imperial Bank of India and the joint-stock banks play abso- 
lutely' no part in my, district in providing agricultural credit in respect of crop production.E 
The Government does play its part. B gives money on easv interest to the cultivators 
for making improvements in the land, e.gf., sinking of w^a, building of tanks« etc.^, and 
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lor Boed. It is particularly useful during famines and days of searoity in pri^iding oxtl- 
tivators with work. The co-operative banks also help to the utmost of their oapacify, 
but their resources are limited and reach only the members of the societies afdliated to 
them. They touch only a fringe of the population. Indigenous bankers * professional 
moneylenders and grain merchants contribute their share Of help, but the cultivator has 
to pay dearly for sudi help which he is forced to accept on their terms. 

In my opinion the existing credit facilities are not adequate. The only suggestion 
that I can make is to expend the sphere of co-operative credit. There should be no village 
without a co-operative society. But such society should be adequately financed. 

The existing system of agi;jcultural credit, if system it can be called, is defective^ 
The causes are — 

(i) Absence of adequate facilities. 

(ii) High rate of interest. 

(iii) ' Short-term loans. 

(iv) Insufficient credit, 

The remedy for all these ills is the establishment of xo-operative societies with 
cheap, sufficient and long-term credit. 

Question 2. — ^In the matter of marketing of crops the village banias play the most 
important part. They go from house to house with their ponies and purchase the grain 
produced by average cultivators. The large cultivators take their crops to district markets, 
where the mahajans and great exporters market their crops either to outside purchase 
or purchase the same themselves. When they lack money the joint-stock companies 
come to their assistance. 

The existing credit facilities are sufficient, but they are not very beneficial to the 
cultivators. Co-operative credit is the only remedy that I can suggest. 

Question 8.-— So far as the agriculturist is concerned there is no co-ordination 
between the various credit agencies. But so far as middlemen are concerned, there is 
some co-ordination between grain merchants and the various bsnks and indigenous 
bankers. 

There is very little scope for improvement in this direction. 

Question 4. — ^There are greater credit facilities in respect of overseas trade than 
in the case of internal trade. The reason is that overseas trade is in the hands of big 
capitalists who have got large capital, better credit and strong backing on the part of 
the Government as well as capitalists at "home. 

Question 5. — The amount of capital required for agricultural finance generally can 
be calculated on the basis of present borrowing in each village. I think a capital of 
five lakhs will be required for my district. 

Part E, — Land mortgage hanks. 

Question 1. — Landlords can obtain loans for long periods by mortgaging their land 
up to half the value of the land. Tenants in my district as well as in Oudh do not posseiBB 
transferable rights in land and therefore they cannot obtain any loan by mortgage. 

Question 2. — Such long-period advances are available on the security of land onl^ 
The special difficulty of long-period borrowers is that such mortgages are usually with 
, possession . and the mortgagor is deprived of the use of his land rfor his own purposes. 
WTiere the mortgage is without possession, the land mortgaged is seldom redemned and 
passes out of the hands of the mortgagor. 

Question 8.— N'on-transferability df tenants* rights is an impediment to long-term 

credit. 

Question 4. — Occupancy rights do not serve as adequate security for long-term 
-credit. I would suggest that an aTnendment may made in the law, making occupa^ 
holdings ‘transferable. But -the laransfer should "be only in favour df 'the members 6f fna 
^village eommimity. 

Question 6.—^ think land mortgage banks would solve the problem of long-period 
advances to a very great eirtent. 

Qusetim 6. — ^The land moitgege baidc should be organised on the c<H>per^v© 
system? There ehould be two provincial banks for each province and the centiaLor dietaicl 
banks should be its shareholders just as the societies are the shareholders of central 
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or district banks. One bank should be exclusively for farmers and small landholders and 
tbe other for big landlords and taluqdars. The two banks should be quite separate. The 
directorate, management or supervision may be the same. Both can co-operate 
in the matter of investment on short-term deposits with each other and keeping each other’s 
idle money invested. The total capital of the bank should be one crore of rupees out of 
which 60 lakhs should be subscribed by the Government and 60 lakhs by the share- 
holders. 

The share capital should be available to central banks or district banks, unions 
and the societies, e.g,, taluqdars* societies. 

Some percentage of the shares may be left open to preference shareholders, i.e., 
individual shareholders. 

The Government should undertake the obligation of subscribing any balance of the 
share capital not taken up by the public. 

The management should be in the hands of the directorate of which the number 
may be twelve. Four of these should be the nominees of the Government and the rest 
elected. Every society or bank holding shares should have one vote. 

The individual shareholders may be allowed one-sixth the number of directors 
to be elected by majority of votes. 

The maximum period of loans advanced by a land mortgage bank should be 38 
years, and the margin between the amount of loan and the value of mortgage should be 
twenty times the revenue or rent. 

The land mortgage banks should obtain working capital principallv from deposits, 
and if more capital is needed then from debentures and a central institution. 

The debentures should carry a government guarantee for principal and interest, 

both. 

Government should take up any debentures not taken up by the public within a 
specified lime; and thp debentures should rank as trustee securities. ^ 

The amount in the reserve fund should be a guarantee to the Government aji^ainst 

loss. 

I suggest tbe following modifications in the existing law in favour of land mortgage 
banks, viz., such banks should be exempted from stamp duty, registration charges and 
court-fees. The registration office should issue certificates of encumbrance free of charge. 
Proposed mortgages should be notified and the process of foreclosure and sale, in the event 
of non-pavment should be simplified. The banks should have power to manage defaulting 
estates and the application of the processes of the Land Bevenue Act for realisation of 
land revenue in respect of overdue instalments or interest. 

Provincial land mortgage banks should not be co-ordinated under an all-Tndia 
central institution. 

Question 7.--Bevenue papers would be ibe safest guide for knowing the title, value 
and quality of land. 

In mv district the value of land depends on the quality, c.g., goind^ manjhor and 
polo, and all these are given in the assessment statement. J 

Land sold by Government auction fetches the highest value. Next comes the land 
sold through courts. Least value is obtained by negotiating the sale privaJely. The 
cause of the difference is that sales through courts carry certain amount of sanctity 
and there, is a rivalry in biding. Purchasers think that the sale through Govern- 
ment is a paJcJca and a final thing, and if they delay in bidding they lose all chances of 
acquiring proper^. In private sales, purchasers think that the vendor is needy ^ind ex- 
ploits his adversity op necessity to its utmost limit. 

If the net yield of average land is Bs. 4 its price is usually Bs. 100. 

Part F. — Co-operation. 

Question 1.-— Tbe only relation existing between co-operative banks and other banks 
IS that of (a) depositor, (6) borrower. Usually co-operative banks have cash credit accounts 
with the local bank, whether it be the Imperial Bank or a ioint-stock bank. Where there 
Ss accumulation of funds in the co-operative bank it deposits it in the Imperial Bank or 
other ioint-stock bank either on short-term deposits or on yearly terms. 

There is no competition between the co-operative banks and the j'oint-stock banks. 

Question 2. — Co-operative societies in my district have no special difficulties in 
raising capital. 
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fjuestion 3. — The amount of capital available for financing the co-operative move- 
cnent is sufficient so far as my district is concerned. 

Question 4. — The only things that can stimulate the co-operative movement are — 

(a) Diffusion of mass education. 

(b) Cheaper rate of interest. 

(c) Long-term loans. 

Question 6. — The establishment of the provincial co-operative bank would stimulate 
the co-operative movement in the province. 

Part G. — Small industries allied to agriculture. 

Question 1. — ^There are on a small scale the following industries allied to agricul- 
ture : — 

(1) Gur-making. 

(2) Hand-spinnisg. This is confined only to the julaha class or koris. 

(3) Vegetable growing. This is confined to muraos or a small fraction of other 

people. 

Question 2.-—The condition of the above industries is stagnant. If there be pro- 
vision of co-operative stores there will be a better return to the producer. 

Question 3. — Spinning and weaving is the only other enterprise within the means of 
the average cultivator which may give him employment in the off-season. 

Co-operative societies can secure them enough capital for outlay on such enterprises. 

Part H, — Small urban industries. 

Question 1. — Cottage or art industries in my area are financed by money borrowed 
from mahajans or merchants who are purchasers of the produce of such industries and who 
sell them in the market or export them. 

Artisans get their raw material or implements from the merchants who carry on 
that trade. They give raw material and take the finished article instead at rates 
settled between them which is usually to the advantage of the merchant. 

They sell their wares to their suppliers of capital or raw material and occasionally 
by hawking them in the market on market days, or hawking them in the vicinity. 

Middlemen and large dealers get the lion’s share of the profits. The middlemen 
are usually the local mahajans and dealers in those wares and they make advances for 
the same. In their turn they sell to bigger merchants who are exporters of the commodity. 

Question 2. — Karkhanas are to be found in the weaving and calico printing 
industries. 

The relations between karkhanadars and the various people are these : The kar^ 
khanadar collects together workers and pays them a living wage. With the workers also 
com^ their children who learn the work and do odd work. They are also paid something 
by karkhanadars. When the goods are ready they are passed over to the middlemen of 
the trade who in their turn export the articles. Where karkhanadars are men who work 
with their own capital they sell the thing retail to the customers through a local shop 
whifh they keep and also export directly to places where such articles are in demand. 

'J’here is no tendency for the artisans to drift from their homes to small workshops, 
or rirr versd. 

Question 3. — know of no instances of sweated labour. To protect the home 
worker against exploitation, it is necessary to have an emporium or stores on the co-opera- 
tive basis, and to advance money to the home worker for his immediate needs and then to 
sell his wares at the best time and for the best price. 

Question 5. — An industrial bank would be a suitable method of improving the present 
eystem of financing small industries. A co-operative bank would be preferable to a 
joint-stock bank. 

Ruch a bank should issue loans to artisan societies as well as to individual artisani 
or firms. 

Question 6. — Sales’ associations, d4p6ts or emporia would be of effective assistance 
in advertising and marketing art wares. They should be organised and financed by co- 
(/iictHtJve societies who would organise or manage them. 
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Babu BIND BASNI PRASAD SAHIB, M.A., B.Sc., LL.B., Officiat- 
ing Suboidinate Judge and Honorary Managing Director, Kashi Co> 

operative Bank, Benares district. 


Replies to the questionnaire. 


I. — Agricultural credit and credit facilities. 

Part F. — Co-operation, j j 

Question 1. — ^The only relation which exists between the distrhcf co-operative banks^ 
and the Imperial Bank or other joint-stock banks is that the lat/ia allow cash credit 
to the co-operative banks on the basis of guilded securities. Thus# ^ Kashi Bank has 
an arrangement with the Allahabad Bank that the latter would a^^lTice the former up 
to Rs. 7,000 on the basis of its government securities. I have the experience of four 
district banks, namely, those at Allahabad, Bijnor, Jaunpur and Benares, and I did 
iDOt find that other joint-stock banks offered any greater facilities \ to the co-operative 
banks. ‘ • 

My suggestion is that the Imperial Bank and other joint-stock banks should extend 
jihis facility by advancing money up to, say, fifty or sixty per cent, of the face value 
of the pro-notes eaecuted by the primary co-operative societies in favour of the central 
banks. Such an arrangement will obviously give an assurance to the co-operative instji^ 
tutions that they will not suffer from dearth of money. 

To my knowledge no relation exists between the co-operative banks and indigenous^ 
banks. Here in Benares we have an arrangement with a private banker of standing, 
j^Jio is also a director and treasurer of our bank, that he will keep the current casB 
balances and pay 4J per cent, interest upon it. This arrangement solves the difficulty 
of idle balances to some extent. 

There is no competition in this district and none in the province, to my knowledge,, 
between the co-operative and joint-stock banks. So far as the lending business is con- 
cerned, there can be no competition between the two kinds of banks, as the co-operative 
banks advance money mostly to petty cultivators, a class of persons with whom the 

J 'oint-stock banks have as yet no dealings. The co-operative banks do not discount 
mndiSf etc., and so there is no competition in this field also. As regards the raising of 
money ffom the public, there also no keen competition exists. The share money Is 
contributed in the co-operative banks by two classes of persons — ^(1) primary co-operative- 
societies which consist of either petty cultivators or artisans, and this class hardly takes 
any shares 'in the joint-stock banks ; (2) the landed class or professional people or other 
educated persons. These gentlemen buy shares more with the idea of helping the culti- 
vators than as an investment. 

In the case of deposits, the fact that the co-operative banks allow higher rates of 
interest, the circumstance that so far no depositor in any co-operative bank has suffered 
any loss, and the belief that these banks are under the strict supervision of the Govern- 
ment, do. not cause any greet difficulty to them to raise the xequisite deposit. 

T^e time is, however, nqt distant when competition may arise between the co- 
operative and joint-stock banks. It is easy to see that the co-operative activities of ,tb® 
province , will increase more and more in future, and larger and larger amount of capital 
will be in demand by the movement. A time is bound to arrive when these two classes 
of banks will be rivals in the money market. To avoid the struggles of this competition 
the proper remedy seems to be to interlink the co-operative, Imperial and joint-stock banks.. 

Question 2. — Co-operative societies rarely have difficulty in raising capital. Thus, 
during ihe last three years this bank experienced such a difficulty only once. But I know 
that other banks have experienced such difflcultieB more often. Speci^ally do such difficulties 
arise in famine and scarcity seasons, as then the collections are poor and the demand tot 
fresh loans are greater. / 
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Question 3. — ^In this district the capital available for financing the co-operative^* 
movement is sufficient at present. In fact, we have advanced a few thousand rupees to 
Agra to help it in financing its societies this year as it felt difficulty owing to the failure 
of the crops. 

In the province as a whole, in my opinion, the capital available sometimes faUe 
below requirements. It is difficult to estimpite the amount of additional capital required. 
It is a varying figure changing with the demand and supply at particular moments. Broadly 
speaking, if an additional capital of twenty lakhs were made available to the seventy 
central banks in the province, they would never suffer from the difficulties of capital as long, 
as the number of primary societies affiliated to them remains the same. Of course, this- 
figure will vary with the number of societies in the province. 

Question 4. — To my knowledge no co-operative bank is assessed to income-tax. But- 
as the law stands they are not immune from this tax. If the income-tax authorities tum- 
their attention to these banks it will be a blow to them. I am of opinion that as long, 
as the central co-operative banks do not build up a strong reserve fund, a rule should- 
be made that they should not be taxed on income. There are very few co-operative 
primary societies which have an income of oyer rupees two thousand annually. For 
the growth of such societies I am of opinion that the concession should be extended to* 
them also. 

At ail events, the co-operative institutions should be exempted from the taxes 
imposed by the local bodies. Our Local Government has recently addressed the local 
bodies a letter asking them not to levy any tax on co-operative societies. 

The inclusion of the debentures of provincial banks in the list of trustee securities 
would, no doubt, be a great help to them, but from what I have read of the Burma and* 
Central Provinces’ provincial co-operative banks, I would advise caution in the matter. 
At all events, if such debentures are included in the list of trustee securities, I would 
advis3 that the Government should, at least for some time, keep a strict control over it 
by appointing a banking expert of eminence to control its affairs. 

Question 6. — The demand for a provincial bank now exists in this province. After 
the Oakden Committee Beport the Government has allotted funds for the supervision of' 
the societies, and it is my view that the movement is now running on far sounder lines 
than before. Societies of various kinds will now grow up after the period of consolidation 
is over in a few years. The provincial bank will be the best agency to absorb tha idle 
balances of the societies and to supply funds to the societies which are in need or the 
same. 

Although not covered by any of the questions I beg to submit a point on the sub- 
ject of co-operation. Experience has revealed the great importance of suparvision 
the primary co-operative societies. With this object the United Provipces Co-operative 
Union has been started, and the Government is also helping it. But the funds at its- 
disposal are not enough to enable it to exercise as effective a supervision as it desires. 
For paucity of funds it has to entrust about thirty societies to every supervisor. I am 
of opinion that in the present stage of the movement not more than fifteen societies can 
be proi^rly supervised by one man. For this larger funds should be made ayailable icy 
the Union, 
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The UNAO TOWN BANK, Ltd., Unao. 


Replies to the questionnaire. 


I. — Agricultural credit and credit facilities. 

Part A, — Agricultural borrowing for purposes u' production. 

Question 1. — ^The agriculturist borrows from Governmeil ' co-operative societies ana 
rvillage moneylenders. 

He borrows for all the purposes mentioned in the quesl naire. 

Loans have been advanced by the Unao Town Bank AiV|he year 1928*29 in the 
bellowing proportion, which may be taken as a rough guide in respect : — 

Amount. Percentage. 



Bs. 

a. 

P- 


Purchase of cattle 

... 24,605 

5 

3 

42 

Bepayment of earlier debts 

... 18,197 

0 

0 

31 

Payment of rent 

... 3.761 

0 

0 

6 

Agricultural purposes 

... 6,040 

8 

0 

9 

Seed 

... 6,729 

12 

0 

12 


Total ... 68,323 9 3 

It is not possible to give in what proportion the debt is diyided between the various 
, -Classes of lending agencies. The village moneylenders still predominate. Next come the 
co-operative societies, where they exist, and then the Government. 

Loans are incurred in cash only from the bank, but moneylenders also give in kind. 

Grain is generally taken at the sowing season and is generally payable at the 
time of harvest. It may also be taken for a shorter period. The proportion cannot be 
given. Advancing of cash on pronotes is increasing. It is also for a short period 
generally, being payable on demand. The bank, however, advances loans in instalments 
for rabi and kharif. 

Question 2. — The moneylenders generally charge interest at the following rates : — 

(i) For cash advances, not less than 24 per cent. The usual rate contained in 

the bonds and pro-notes is 37J per cent, and also compoundable yearly. 
Ugahi system also prevails in which the debtor pays Bs. 12 for an 
advance of Es. 10 by instalments of Be. 1 every month. 

(ii) For loans in kind for seed and for other loans in kind, the usual rate of 

interest is deorha payable in the month of Baisakh, i.e., Bs. 60 payable 
in six months. Sometimes the rate of interest is deorha^ i.e., IJ repayable 
' in Baisakh for a loan advanced in the month of Kuar or Katik at the sow- 

ing season. If, however, it is not paid in Baisakh then he will have to pay 
with an addition of three-fourths at the next kharif harvest. 

The co-operative societies charge interest on cash at 16 per cent, per annum. 
-Grain is not advanced by them. 

The rates of interest are exorbitant in the case of private moneylenders. 

Question 3. — ^Standing crops, house property and ornaments are the usual kinds 
-of security given and accepted. 

It is correct to say that the better the title to land the greater the amount of 
indebtedness. 

Land mortgages are on the whole increasing, but the agricultural classes are 
generally not possessed of transferable interest in land, and therefore unsecured debts 
and debts otherwise secured predominate. 

Question 4. — ^Payment of debt from agriculturists is generally enforced through 
»law courts and panchayat and by arbitration. 
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Agi;?''nlturist8 generally pay grain for grain and the question of difference ©f 
rates '’'/o^not arise* The cultivator can certainly know the prevailing rate as markets 
are the neighbourhood at least twice every week. 

Question 6. — It is very seldom that cultivators combine to produce particular crops, 
y'^.^^my opinion it is both possible and desirable. 

Question 7. — So far as loans from co-operative societies are concerned, the money 
borrowed is the first charge on the agricultural produce though very often the rent takes 
[recedence. About other moneylenders I cannot say with certainty. 

Part B, — Agricultural borrowing for purposes of marketing. 

Question 1. — ^In some cases the grain dealers purchase the produce in the villages, 
and in other cases the agriculturists either bring their produce or only a sample of it to 
the market. 

Question 2. — ^Money to finance the marketing of crops is obtained generally from 
grain merchants. 

There is no co-operative society in my locality. I think the existence of such a 
society will be of great use to the agriculturists. 

Question 4. — Generally the cultivator stores grain at his house. The best thing 
will be for some bank to have store-rooms for keeping the grain and advancing loans 
on its security up to a certain percentage so that the produce may fetch a better price 
when the market is tight. 

Grain is generally stored by grain merchants in their shops adjoining the 
market. 

Question 6. — The practice of obtaining credit on the security of stored grain is 
prevalent only among the grain merchants about which I am unable to give any details. 

Question 8. — 1 think the system of weighment in the markets is satisfactory. 

Part D. — Credit facilities in respect of agricultural production and marketing. 

Question 1. — The Government advances tagavif the co-operative bank advances 
money to agriculturists and for agricultural purposes, and professional moneylenders also 
-do so. Owing to want of co-operative education the moneylenders with their high rate 
of interest still predominate. Improvement is only possible when co-operative education 
improves the condition of the agriculturists. , 

Question 3. — There is no co-ordination that I know of among the various credit agen- 

•cies. 


Part F, — Co-operation. 

Question 1. — ^The relation existing between our bank and other banks is only this 
that whenever there is some surplus money in our bank, we put that in a joint-stock 
bank with the permission of the Begistrar and we take a loan on its security when we 
^ stand in need of it. 

Question 2. — ^Last year we experienced difficulty in raising short-term capital when 
>the demand increased owing to famine. 

Question 3. — The amount of capital available for financing the co-operative move- 
ment in this district is sufficient. 

Question 4. — ^I think it is highly desirable to give an impetus to the co-operative 
movement by financial concessions. 

Question 6. — The establishment of a provincial co-operative bank would stimulate 
ihe co-operative movement in the province. 

Part H. — Small urban industries. 

Question 1. — There are no cottage industries known to us in Unao. 
m. — ^Investment habit and attbaction op capital. 

A. — Encouragement of saving and investment habit. 

Question 1. — ^The banking resources of this district consist of the Unao Town Bank 
and I nao Commercial Bank. I think they are sufficient. 

Question 2. — The banks have savings bank accounts in them. 

The Unao Town Bans, Ltd. 
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Question 3. — ^The people in this district do invest in gold or silver. 

Question 4. — Postal cash certificates are popular only among the educated classcs- 
They can be made more so— but only among the educated classes — by revision of the- 
rate of interest. 

Question 44. — think it is possible to have something similar to the national 
savings system in England provided it is such as to be within easy reach of the lower 
classes with a view to popularize it. 

Question 6. — ^Post office savings banks do afford adequate facilities for the invest- 
ment but mostly to the educated public. If branch post offices also open up savinga 
bank accounts, it is possible that the illiterate classes may be attracted. 

Question 6. — ^It is true that the rates of interest on postal cash certificates and 
treasury bills are such to create competition between Government and banks in attract- 
ing money, but such competition is healthy. 

Question 9. — ^There is no branch of the Imperial Bank in this district. The Unao 
Town Bank does not undertake to afford any facilities for purchase of government securities. 
The local joint-stock bank, I am told, deals with them. 

If the government securities are issued of a smaller denomination it is possible 
to attract the small agriculturists and investors. 

Question 10. — There are little or no facilities for the purchase and sale of securities 
other than those of Government. 

Question 11. — Only the upper classes put their money in banks and post offices 
or lend it. The lower classes bury their money if they have any surplus. 

The upper classes use their money for lending or ornaments; the lower classes,, 
if they Lave any, for purchase of cattle, on marriages, etc. 

Question 12. — The farmers keep their surplus funds with them or purchase cattle. 
They d^ not lend the money which does not exceed their non-recurring expenses 
e,g,t repairs of agricultural implements or purchase of cattle, etc. 

Question ISt — ^I agree with the view that in India the banking and investment 
habit is of very slow growth. People are wanting in such habits because their income is 
hardly sufficient for their legitimate requirements. 

B, — Cheque habit. 

Question 3. — ^I think cheques are used simply by the mercantile classes and also 
by educated men. 

Question 4. — ^Payment of government servants and bank employees by cheques 
may be tried, but I think it will not gain popularity with the middle-class people wha 
are not businessmen. 


0. — Vernacular scripts in hanking. 

Question 1. — ^In co-operative societies the vernacular is used. The figures should; 
be in English or Hindi as in societies. 

Question 2. — I would insist on the use of the Nagri script. 

D. — Imperial Bank of India, 

The rules of deposit and withdrawal are very restricted inasmuch as smaller 
investors can have no dealings with the Imperial Bank. 


Thb Unas Tot?n Bank, Ltd. 
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£’itnnw SULTAN SiNGH', Honoiaty Magistrate, Lakhitattj 
district AlfgaNi. 


Replies to the questionnaire. 


I. — AgRIOULTURAI/ credit and credit facilities. 

Part A. — Agricultural borrowing for purposes of production. 

Question 1. — ^Agriculturists mostly borrow from village moneylenders and partly 
•from Government and co-operative societies. 

The purposes for which they borrow are different at different times of the year, 
4)ut specially they borrow for — 


(1) payment of accumulated interest and earlier debts 

... 30 

per cent. 

(2) seed 

... 10 

ditto. 

(3) litigation 

... 10 

ditto. 

(4) wages of labourers 

... 20 

ditto. 

(5) marriage and other functions 

... 10 

ditto. 

(6) cattle 

... 10 

ditto. 

(7) other unforeseen demands 

... 10 

ditto. 


Agriculturists borrow from the Governmefit only when famine occurs, but at other 
times money is seldom advanced by the Government and so the only source that remains 
js the village moneylenders or the co-operative societies. The proportion of debt may be 
•divided thus — 70 per cent, from village moneylenders, 20 per cent, from co-operative 
societies and 10 per cent, from the Government. 

76 per cent, of the debt is incurred in cash and 25 per cent, in grain. 

Almost all the debt is for short terms. 

Question 2. — ^The rate of interest charged in this area is — 

(i) For loans in cash; generally Bs. 3-2-0 per cent, per mensem componndable 

half-yearly. 

(ii) For loans in kind for seed the rate is the same as for cash. 

(iiij) For other loans in kind, one and a half times of the principal or one and a 

quarter of the principal componndable half-yearly or annually. 

There are two methods of calculating the interest — one is so much per cent per 
month V and the other so much per rupee per month. 

The rates are exorbitant. 

There are some incidental charges at the time of granting the loan and at the 
iiime of its repayment as well. About 1 per cent, or more is charged for getting the 
loan granted, and at the time of repayment, in the case of agriculturists, one seer of 
|[rain or its price is charged over and above the amount. 

Question 8. — In regard to security, the creditor gets the nominal sale-deed of the 
crops executed in his name from the debtor, or gets the name of the debtor entered 
in the papers of the patwari as a sub-tenant; or sometimes security of ornaments is also 
taken. 

It is correct to say that the better the title the greater the amount of indebtedness. 

The debt secured on land mortgages is increasing, but by far the largfest amount 
ot' debt' is unsecured or otherwise secured. Boughly the proportion is 1 : 3. 

Question 4. — ^The methods employed for enforcing payment of debt from agricul- 
turists are attachment and sale; 

'When the cultivator bortCw'S he is charged at least half Bo&t per rupee more than 
the prevailing rate in the market, and when he repays he is charged to the same extent 
less as there* is no means for the cultivator to ascertain the current rate, or, if there 
he any, even th«i necessity is the root and he has to accept the decision of the mdney- 
denders,, 

^UNWAR SuLT/ai i Smte: 
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Question 6.— Although everyone wishes to take full advantage of the facilities* 
provided for hiin by the Agriculturists Loans Act and the Land Improvement Act, the 
poor cultivator is debarred from that too, because patwaris always send wrong reports 
and never place the actual demand before the authorities. Then the amount granted is 
never sufficient to meet one necessity much less others. For attestation he has to make a 
good many rounds and thus spends in securing the taqavi more than what he gets. 

In ordinary years cultivators hardly take taqavi and it is seldom given. 

The defects in the taqavi system are as follows : — 

(1) Lack of education amongst the villagers so as to save them from the clutches 

of the patwari and qanungos. 

(2) Eeports are taken from patwaris who give an absolutely bogus report and 

make use of the chance as a favour to the tenants. 

(3) Tenants who are actually not in need of taqavi^ if they are the men of the 

patwari, have their names sent in, whereas those who are not in the favour 
of the patwari are doomed to suffer. 

(4) The whole amount of the taqavi does not reach the tenant as it is given 

through some agency. 

My suggestions to rectify the defects are — 

(1) Iteport of an educated head of the village in the shape of a statement should^ 

be taken. 

(2) Taqavi should be given directly to the person concerned and be distributed 

in the village so that the tenant be put to little expense. 

(3) Taqavi should be given for a long term. 

Question 7. — There are some defects in the system of agricultural borrowing and 
they ar§ — 

(i) The rate of the interest is very exorbitant. 

(ii) Lack of intelligence and non-acquaintance with calculations prove harmful. 

(iii) Lack of information about the current rate of interest. 

(iv) Adherence to the old mode of cultivation, 

(v) Disintegrity and selfishness of moneylenders. 

(vi) Daily increasing necessity, above all. 

They are due to— 

(i) Daily increasing demand for money. 

(ii) Lack of professional education, hence undeveloped mentality. 

(iii) Fact that farm demonstrations are insufficient. 

(iv) Lack of the supply of good seed and new implements. 

(v) Insufficient supply of water to meet famine and daily needs. 

These defect ; may be rectified thus — 

(i) By, establishing more seed stores. 

(ii) By appointing one man in each village, or in two or more villages as may 

be deemed proper, to make the tenants understand the new methods of 
cultivation and to induce them to adopt them. 

(iii) By enforcing compulsorily the now methods for improved crops, 

(iv) By having persons in different circles who supply implements which may be 

obtainable on hire. 

(v) By utilising the pumping system for irrigation, the expenses of which should- 

be payable in instalments to the Government. 

(vi) Cash for manure should be supplied to tenants and its recovery made a 

first charge like revenue. 

Part B, — Agricultural borrowing for purposes of marketing. 

Question 1. — In this circle or at the most in this tahsil the mode of bringing crops 
to market differs with the amount of produce. If the tenant finds that the produce is 
large, he himself brings it to the market; whereas, if the produce is not large, he sells 
It to I lie banias. 

The only difference is that crops mainly used for consumption are brought to market, 
cnly in time of need, whereas others are mainly brought to market. 

Question 2.— Money is obtained to finance the marketing of crops from grain 
merchants and banks, on the following terms The grain merchant at 14 annas on 
hundi, or at Re. 1-4-0 per cent, per month; banks (co-operative) at 14 annas; other banks 
hi 10 annas per cent, per month, but the interest is to be paid quarterly or the mortgaged^ 
articles are sold off. The sum borrowed must never be less than Rs. 300. 

Kijnwab Sultan Singh. 
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The co-operalive bank does not assist in the marketing of crops, bnt it should. 

(Question 3. — The charges that the cultivator ordinarily pays to different persona^ 
in marketing his crops are as follows : — 

(i) One seer per rupee more than the current bazar rate to the hania, 

(ii) One pice per rupee to the commission agent. 

(ill) Two annas six pies per cent, to the dalaL 

(iv) One and a quarter maund per hundred maunds to the wholesale grain mer- 
chant. 

These charges vary with the kind of crop. The incidental charges that are borne by 
the person who brings his crops to market are different at different business centres; 
however, here in Hathras, they are as follows ; — 

One anna six pies per cent, for gaushala (one anna for gaushala on grain); six 
pies per cent, for Ramlila or other things (three pies on grain) ; 12 annas per hundred'' 
maunds of grain for other charges; six pies per cart or ass for octroi. 

Question 4. — The cultivators store their grain in khatiis or kothas. I have nO' 
suggestion to offer for improving storage nor is any possible. 

Grain merchants store the grain in the same manner as cultivates, and I can make 
no suggestion for improving the method as all other manners have been tried. 

Question 6. — Licensed warehouses can be worked in India at the principal business- 
centres. In the beginning the assistance of the Government will be necessary. 

Part C. — Extent and nature of agricultural indebtedness^ 

Question 2. — The principal creditors of the agriculturists are Government, co-opera- 
tive er'cieties and, especially, moneylenders. 

It is an admitted fact that the richer cultivators lend to the poorer, but to what 
extent not known. 

Question 3. — As a result of enforced payment of debt, land and the rights in 
land ore passing in a marked degree from the hands of efficient cultivators into the hands 
of inefficient farmers. It does cause the cultivators to produce less and less efficiently 
as tlirt creditors are less efficient farmers. At a rough estimate it may bo given that 
one-twelfth of the whole land has thus passed out; though in my area there is none 

Question 6. — There are special causes for the indebtedness of the land-owning 
classes and they may be arranged as follows : — 

(i) Extravagance and show. 

(ii) Moral turpitude. 

(iii) Litigation. 

(iv) Lack oi means to meet unforeseen emergencies. 

Question 6. — Land-owning classes have to pay special charges, but they receive con- 
cessions in the rate of interest, although in the end they have to pay more than the 
ordinary debtor. 

Part D. — Credit facilities in respect of agricultural production and marketing. 

Question 1. — The different classes which provide credit to the agricultural classes 
play different parts. The Government credit is merely nominal; that of the Imperial Bank 
of India is almost nil as no one goes to it, and so is the case with the joint-stock banks; 
whereas the co-operative bank tries to mend the daily living manner, teaches them to live 
a retormed life, teaches them sanitation, etc. etc. Indigenous banks do nothing and 
moneylenders have a perfectly ruinous effect. Grain merchants help, of course, but this 
is very rare. 

Facilities are not adequate to meet the daily demand and scarcity of money. The 
suggestions for increasing them may be as follows : — 

(i) Seed godowns should be increased in number. 

(ii) Implements should be given out on hire, which may be realized with the 

rent without interest. 

(iii) Fodder godowns should be opened from which fodder can be given out on 

credit with lesser interest. 

(iv) Scientific manure should be supplied and the price realised as a first charge - 
with the rent. 

Ktjnwar Stotan Singh. 
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The defect in the existing system of credit is that an improper advantage of the 
facilities is taken by cultivators who do not appropriate them for the right purpose. The 
<jredit provided is absolutely in cash which can be utilised in any work. The credit faci- 
lities xiovided are not easily accessible; though from the moneylender credit can easily be 
got, but this is ruinous. The remedies are the same as mentioned in 1 above* 

Part P, — Co-operation, 

Question 2. — ^Here in this circle the co-operative societies never lend for a long 
term. But* if they would begin to lend for a long term, of course there would be a great 
demand, or if the process placed imder the heading Land Mortgage Banks is adopted, 
the facilities would be increased very much. In realising the capital there would be 
no difficulty. As for the short term, of course there are certain difficulties which come 
in the front, e.p., the date of raising the bank dues is fixed just after the rent, say a 
•day 01 two later, whereby the tenant is compelled to sell his produce for a cheaper price, 
•ana for this reason the agriculturists make false promises and the dues are raised with 
•difficulty. 

Question 3. — In this district capital for financing the co-operative movement is 
mot sufficient. Out of the total capital one large share is held by one society, whereas 
.that of the rest is very little. 

Question 4. — It is possible to stimulate the growth of the co-operative movement by 
financial concessions, and such stimulation would be desirable. 

Question 6. — ^The establishment of the provincial co-operative bank would stimulate 
the CO operative movement. 

Part G. — Small industries allied to agriculture. 

Question 1. — Small industries are carried on in different parts of the district, viz»t 
.^airy farming (tahsil Koil); pur-making (tahsils Sikandra Eao and Atraulij); cotton- 
ginning (tahsil Hathras, and on a small scale in other tahsils as well); tanning (almost 
All tahsils); hand-spinning (all tahsils); and growth of tobacco (tahsils Koil and Atrauli) 
jbut it IS not manufactured. 

Question 2. — The condition of the industries is not very flourishing, 

.The means of improving them may be as follows : — 

(i) Co-operative societies should encourage the industry by loans for industrial 

purposes in kind, 

(ii) Centres should be established for purchase of materials which should be 

given on loan to the industrial person. 

(iii) After preparation, the article should be stored and sold in village markets 

or in bazars or to the villagers, either directly or through the man who 

has prepared it. 

(iv) Co-operative societies should supply better seed and manure. 

Part H, — Small urhafi industries. 

Question 1. — Cottage ot art industries are financed by borrowing from moneylenders. 

Artisans get their supply of raw materials and implements either from their small 
-cajiital or by borrowing at exorbitant rates. 

Thei rwares are disposed of either in painths of the villages or in the bazars. 

Middlemen and the large dealers really get the true benefit of the indtlstry and 
trade, end make money therefrom. 

Question 2.—- In lock faetories, in glass factories, in ginning mills, in dairy farm- 
ings, in tanning, in sugar-refining factories, in indigo factories and in oil mills there are 
:hafkhanas. 

There is a tendency for artisans to drift from their houses to small workshops. 

Question 8.-~Sweated labour is found amcffigtt the‘in^*'; woffiefi' are engaged only in 
'ginning mills, whereas men are engaged in glass factories and in' metal works. 

KxnrwAP. Rultan Singh. 
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Question 6. — There is great demand for an industrial^ ba^, and I remember that 
at di^erent addresses presented to the Minister for Industries it was said that there is 
an absolute necessity of opening such banks in business centres. In my opinion they 
must bv" joint-stock banks. 

In my opinion, such banks should issue loans to artisan societies, and artisan 
societies being established at different places should issue loans to firms and the firms 
should issue loans to artisans. 

Quetion 6.— There is a great demand for sales associations, etc., and d4]pdts 
must be opened. They would prove of effective assistance in advertising and marketing* 
and must be opened in the vicinity of railway stations or on pakka roads. 


Kuhwah Birman BmoH. 
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Rao BahadoD Thakur ADYA SARAN SINGH, Zamindar and Honoiary 
Magistrate, Jahanabad, district Fatehpur. 


Replies to the questionnaire. 


I. — Agricultural credit and credit facilities. 

Part A, — Agricultural borrowing for purposes of production. 

Question 1. — The agriculturist borrows from village moneylenders. 

He borrows for the following purposes : — 

(i) Kepayment of earlier debts. 

(ii) Payment of accumulated interest. 

(iii) Marriage and social functions. 

(iv) Famine and other kinds of distress. 

(v) Payment of land revenue or rent. 

(vi) Seed. 

(vii) Expenses of cultivation. 

(viii) Litigation. 

(ix) Purchase of plough or other cattle. 

(xi) Sinking of wells. 

(xi) Subsistence. 

The largest share of the debt goes to items (lii) and (xi). 

Three-fourths of the debt is incurred in cash and one-fourth in kind. 

Most of the debt is incurred for short periods. 

Question 2. — The rate of interest for cash advances is 24 per cent, per annum. 
For \ ans in kind or seed and for other loans in kind it is at sawai rates. 

Compound interest is charged. 

Compound interest is charged. 

Question 3. — Security is given by execution of pro-notes in most cases, also 
land mortgage ftnd house property. 

It is correct to say that the better the title to land the greater the amount of 
indebtedness. Landlords are greater indebted than the tenants. 

The amount secured on land mortgage is increasing. 

Question 4. — Legal proceedings and private influence are the usual methods of 
enforcing payment of debt from agriculturists. 

There is a difference between the rate at which the cultivator borrows grain or 
repays it and the prevailing rate. But the cultivator is too ignorant to inquire about the 
latter. 

Question 5. — ^The cultivator takes full advantage of the facilities provided by the 
Agriculturists Loans Act and the Land Improvement Act. 

In abnormal years cultivators apply for almost the whole amount that they require. 

There are defects in the present taqavi system. Patwaris must be eliminated. The 
officer distributing the taqavi must visit the area affected and should not trust patwaris and 
kanungos. 

Question 7.-— The following are defects in the present system of agricultural 
borrowing : — ^Lack of organised credit societies, government or private. Absence^ of any 
check on village moneylenders* activities. The vast ignorance of the poor illiterate 
cultivators, which is the chief cause. To remedy these I would suggest agricultural credit 
societies and legislation on the lines of the Punjab Moneylenders Bill. 

Bag Bahadur Thakur Adya Saran Singh. 
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Part C. — Extent and nature of agricultural indebtedness. 

Question 1. — Taking for example the case of village Ghanshyampur, pargana 
Kora, district Fatehpur, I can say from personal knowledge that 90 per cent, of the 
inhabitants are in debt. 

Most of the debt is against unregistered land mortgage. 

Question 2. — The principal creditors of the agriculturists are professional money- 
lenders and grain-dealers. The richer agriculturist lends to the poorer to a very small 
extent. 

Seventy per cent, of the debt is due to moneylenders and 30 per cent, to grain- 
’dealers. 

Question 3. — ^Enforced payment of debt is resulting in land passing into the 
hands of creditors who are not themselves efficient farmers and this leads to the greater 
poverty of the cultivator. 

Question 4. — The indebtedness of the landowning classes in my area is 70 per 

cent. 

Question 6. — Non -realisation of rent due to bad crops (60 per cent.) and ques- 
tionable ways of living (40 per cent.) are causes of the indebtedness of the landowning 
classes. 

Question 6. — The landowning classes pay less interest than the cultivators. 

Part D. — Credit facilities in respect of agricultural production and marketing. 

Question 1. — Professional moneylenders and grain merchants are the only persons 
which provide agricultural credit. The poor cultivators entirely depend upon these 
Classes for agricultural credit. 

The existing credit facilities are not adequate : co-operative credit societies, if 
run on right lines wdll, in my opinion, solve these problems to some extent. 

There are defects in the existing system of agricultural credit. Eack-renting and 
abnormally right rates of interest are the causes. A Moneylenders Bill will mitigate 
the hardships of the cultivators to some extent. 

Question 2. — Eoughly about 10 lakhs are required for agricultural finance gene- 
rally for this district. Practical experience is my basis for this estimates. 

Part E. — Land mortgage banks. 

Question 1. — Loans are obtainable for long periods for about half the gross value 
of the landed property in my district. 

In my district tenants have those rights in their holdings which are not trans- 
ferable and so no tenant is able to secure loans for long periods. 

Question 2. — Long-period advances are available on the security of landed pro- 
perty. The special difficulty of long-period borrowers is the lack of an organised banking 
system. 

Question 3. — Non-transferability in the case of tenants acts as an impediment to 
long-term credit and increases the rate of interest. 

Question 4. — The occupancy right does not serve as an adequate security for 
lond-term credit. With the object of increasing the value of such securities for long-term 
advances, I suggest the conferment of the right of transferability. 

Question 5. — think that the establishment of a land mortgage bank would solve 
the problem of long-term advances. 

Question 6. — There should be only one such bank. 

Land mortgage banks should have partly their own share capital and partly 
Government guarantee. The amount of capital or guarantee will vary according to local 
conditions. For my district it should be at least 20 lakhs. 

Landlords and cultivators should be given preference in taking up the share 
capital. In case the share capital is not taken up by the public, Governemnt should 
undertake the obligation of subscribing the balance. 

Rao Bahadtjb Thakxjb Adya Saban Sikgh. 
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Laud mortgage banks should be run partly with an elected directorate and 
partly with Government controL 

The maximum period of the loans advanced by a land mortgage bank should be 
j(iG years and the margin between the amount of loans and the value of the mortgage 
should be half. 

Land mortgage banks should obtain working capital from (i) deposits, (ii) deben- 
tures and (iii) a central institution. 

ilebentures should carry a government guarantee for principal only. 

If debentures are not taken up by the public within a certain time, Government 
should take up not less than three-fourths of the balance. 

Debentures should rank as trustee securities. 

The following privileges should be enjoyed by land mortgage banks : — 

(i) Issue of certificates of encumbrances by the registration office at nominal 

charge. 

(ii) Stamp duty, registration charges and court-fees to be reduced to half. 

(iii) ISTotification of proposed mortgages at least 8 months before the date of 

actual mortgage. 

(iv) Simplification of the process of foreclosure and sale in the event of non- 

payment. 

(v) Power to manage defaulting estates. 

Provincial land mortgage banks should not be co-ordinated under an all-India 
central institution. 

Question 7. — ^The value of land should be calculated at market rates. 

In my district the value of land differs according to the crops grown on it, which 
varied also according to fertility and situation. 

The price obtained for land in sale by Government auction for non-payment of 
revenue and that obtained in sale on a court decree is about half the value. Land sold 
by private negotiation realises its actual value. The reasons for this are quite obvious. 

The proportion of the annual net yield of average quality to its market value under 
normal conditions is roughly 4 to 1. 


III. — Investment habit and attraction of capital. 

Part .4. — Encouragement of saving and investment habit. 

Question 1. — There is no bank in my district except one co-operative bank at 
Fatehpur. The post office savings bank is, of course, there. 

These facilities are not adequate. One co-operative bank with working capital 
of Bs. 60,000 in every tahsil will do something. 

Question 2. — ^The post office savings bank does provide facilities to the public for 
the investment of their savings, but the rate of interest is ridiculously small. The post 
office savings bank must offer a more liberal rate of interest. Co-operative banking also 
needs extension. 

Question 8. — Nearly 80 per cent, of the rural capital is invested in gold and 
silver in the shape of ornaments and hoards. 

Question 4. — ^Postal cash certificates are popular both in my district and the 
province, but they are confined to the educated classes only. In villages nobody would 
ever think of investing his money in cash certificates. 

Their popularity would be encouraged (i) by raising the rate of interest, t.e., 
Bs. 7-8-0 or Bs. 7 for a cash certificate of Bs. 10, and (ii) the interest shondd be 
allowed after 8 months and not after 12 months, as at present. 

Question 5. — Post office savings banks afford facilities to the investing public to 
some extent. The rate of interest should be raised to at least 4} per cent, or 5 per cent., 
and tules regarding interest should simultoneously be made more liberal. 

Cash certificates are confined solely to educated classes. Savings banks are 
popular among both the uneducated and the educated classes, but the educated class 
predominates m this also. 

, I* 

BaO BAHABUB ThAKUB AdTA SaBAN SlKOB. 



( 357 ) 


A depositor in a post office savings bank should be allowed at least three 
withdrawals in a week against one at present. 

Question 8. — ^It would promote the savings habit if public bodies like municipalities 
were to afford savings bank facilities. They should be run on the lines of the post 
office savings bank. 

Question 9. — So far as the agriculturists are concerned there are no facilities 
for purchase and sale of government securities. Facilities should be granted to small 
agriculturists and small investors to take up some form of government security through 
the agency of the post office. Wide publicity in the vernacular of the province should 
be given to such facilities. 

Question 11. — So far as the agriculturists are concerned there is no money at 

all surplus to their normal expenditure. There may be a gurplus with other classes 

of people. If there is any surplus the villager keeps it hoarded or with the village 

mahajan. He uses it for marriages and other domestic purposes and litigation. 

Question 12. — ^Farmers hoard their surplus funds or keep them with the village 

mahajan or purchase landed property. They rarely lend to fellow-agriculturists, but on 
the usual terms. 

If there is aiy capital in the possession of the agricultural population it is in 
the shape of landed property and cattle. It is very difficult to give an idea of its 
distribution. It is decreasing. 

Question 13. — ^I agree with the view that in India the banking and investment 
habit is of very slow growth. This is due to lack of education. 

Advancement of education and propaganda will lead people to invest their savings 
in productive undertakings. 


J5. — Cheque habit. 

Question 1. — The cheque habit is growing in India among the educated, business, 
and commercial classes only. 

Question 2. — To some degree the abolition of stamp duty on cheques has no doubt 
led to an increase in the use of cheques and in the opening of more accounts. 

Question 4. — ^I agree with the suggestion that the payment of government servants 
and bank employees by cheques and the freer receipt of cheques in payment of govern- 
ment dues will further promote the cheque habit. 

Post offices should open cheque accounts, which should bear only nominal inter- 
est and should not exceed Es. 1,000 and only one transaction should be allowed once a 
day. 

Question 6. — ^It should be made possible for the illiterate to use cheques if the 
flame procedure as in post office savings banks is adopted. 

C. — Vernacular scripts in banking. 

Question 1. — Hindi and Urdu may be tried. 


SRao Bahadur Thakub Adya Saran Sinoh. 
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Rai Sahib Lala ANAND SWARUP, Rais and Honorary Ma^istraUp. 

Muzaffarnagar. 

i — ■ m 

Replies to the questionnaire. 


I. — Agricultural credit and credit facilities. 

Part A. — Agricultural borrowing for yuryoses of production. 

Question 1. — The agriculturist in my district or area generally borrows money from 
village moneylenders. In parts where co-operative societies exist he prefers to borrow 
money from them. 

He borrows for the following purposes, viz. : — 

(i) Repayment of earlier debts. 

(ii) Marriage and other social functions. 

(iii) Famine and other kinds of distress. 

(iv) Litigation. 

(v) Purchase of cattle. 

(vi) Sinking wells. 

(vii) Subsistence. 

The debt is divided in the following proportion between the various lending 
agencies ; — 

(i) Government — 16 per cent., for famine and purchase of plough or other 
cattle. 

(ii) Village moneylenders — 60 per cent., for marriage and other social functions, 

litigation, subsistence. 

(jii) Co-operative banks — 10 per cent., for repayment of earlier debts and cattle. 

(iv) Cattle merchants — ^25 per cent., for bullocks. 

About three-fourths of the debt are incurred in cash, and one-fourth in grain for 
seed and subsistence. 

The period for which a loan is taken depends upon the crops. Generally, 60 per 
cent, of the debt is for short periods. 

Question 2. — ^Village moneylenders generally charge interest at the following rates ; — 

(i> For cash advances, 24 per cent, per annum. 

(ii) For loans in kind for seed, 24 per cent, for 6 months or IJ times the 
quantity of grain advanced. 

The interest is calculated every 6 months. 

Cattle merchants charge nearly double for their bullocks and in my opinion the 
tenants find it difficult to repay them. 

Question 3. — Generally, standing crops, ornaments and personal security are accept- 
ed for short-term loans, and for longer periods land mortgage and house property 
are accepted. Before the new Tenancy Act came into force sub-leases of occupancy lands 
were generally given and money in advance was taken. This practice is noy disappearing. 

The middle class of landlords are in great debt as their income is limited but they 
have to maintain their position. Similarly is the case of big tenants. The smaller 
landlords and tenants lead simple lives within their means. ^ 

The amount of debt secured on land mortgage is increasing. Once a man takes 
a loan for marriage functions or for bullocks he finds it difficult to repay it and has 
to mortgage his land. 

Question 4.-— Payment of debt is enforced by persuasion and by threat; some credi- 
kyrs even resort to beating and by taking possession of ready crops, by litigation and* 
selling standing crops, cattle, and by confinement. 

Generally there is a difference of half a seer between the rate at which a cultivator 
borrows grain or repays it and the prevailing rate. I think the cultivators know 
the prevailing rates in the market, but they prefer to sell it in the village instead of 
taking it to the market. 
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Question 5. — The cultivators do not know the method of getting taqavi easily and 
at the proper time. 

The present taqavi system is defective. A small committee of non-officials, with 
the taheildar as president, should be formed in every tahsil, the rules for advancing 
taqavi should be printed in Urdu and Hindi and circulated through patwaris and school 
teachers, and applications, should be obtained by patwaris who should forward ihem to 
the tabsildar willi his remarks. The tahsildar should hold a meeting of the non-officials 
and decide on the applications as to whom and how much money should be given. The 
?noney should then be given to the cultivators by the tahsildar himself or by the com- 
mittee. In this committee a member of the. Agricultural Department should also take 
part and the department should help the tenants for the purpose for which the money 
was taken, as for example, if a tenant wants to sink a well the department should 
help him to sink it — if for seeds or bullocks, good seed or bullocks should be supplied. 

Question 6. — Small cultivators who have one bullock each generally combine to- 
gether to produce particular crops. Such combination is possible but through education 
only. 

Question 7. — I suggest that more co-operative societies should be opened and village 
moneylenders should not be allowed to charge more than 24 per cent, interest. 

Part B, — AgricultuTal borrowing for purposes of marketing . 

Question 2. — Money is obtained from grain n\erchants to finance the marketing of 
crops,^ They advance money on the condition ihat all the crops are brought to their shops 
for sale on which they get commission. 

Co-operative societies do not assist in the marketing of crop. It is difficult for 
them to do so but if they could, it would help the cultivators. 

Question 3.— In the case of marketing his crops the charges paid by the cultivator 
to the local moneylender vary according to the. distance from the main market : if the 
distance is long, it is two pice per rupee, otherwise one pice per rupee. When the 
crops are brought to the market arhatias charge twelve annas per hundred rupees. 

These charges do not vary with different crops. 

Incidental charges are cartage and a little more. 

Question 4. — Cutivators make small storing places for grain in their houses. I 

suggest that iron pits would be better. 

In markets grain is stored in khatties and kothas. 

Question 7. — ^I know of no instances where cultivators combine together to market 
particular crops. It would be better if this could be arranged. 

Part D. — Credit facilities in respect of agricultural production and marketing. 

Question 1. — Existing credit facilities are not adequate. I suggest that there 

flhould be more co-operative banks who could have societies in every village. I propose 
that the Government should help these banks by putting provident fund money, court 

of wards’ surplus money, famine money, etc., at their disposal at the same low rate 

of interest which the Government gives to these deposits. 

Question 6. — I think five lakhs are sufficient for agricultural finance generally for 
this district. 


Part E. — Land mortgage hanks. 

Question 1. — Any amount of long-period loans are obtainable both by the landlords 
and the tenants on the security of land and house mortgages and personal security. 

Question 3. — Occupancy and life tenants do not get money at a low rate of interest, 
while the proprietors of land can get it at a low rate by mort<gagipg their property. 

Question 4. — ^The occupancy right does not serve as an adequate security for long- 
term credit. 

Question 6. — ^I think tjhat the establishment of land mortgage banks would solve 
the problem of long-term advances in this province. 

Question 6, — One such bank would do as two would be expensive. Separate regis- 
ters could be maintained. 
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If there should be two, I certainly suggest co-operation and joint superrision. 

The banks should have their capital, but if that capital is not sufficient Gnyernment 
should help them. 

The share capital should be available for subscription to the members to whom 
loans will be advanced, i.e., every one who would like to borrow from the bank should 
become a member. I suggest shares of Bs. 10, and that every share-holder should get 
Bs. 250 loan from the ba&, and so on. 

Like the District Co-operative Bank, in case the share capital is not taken up by 
the public, Government should undertake the obligation of subscribing the balance. There 
should be a Board of Directors, a Managing Director, and every share-holder should have 
one vote. 

The maximum period of the loans advanced by a land mortgage bank should be 
20 years, and the value of the land calculated at 25 times of the land revenue. 

Land mortgage banks should obtain working capital from (i) deposits, (ii) deben- 
tures, and (iii) a central institution. Debentures should carry a government guarantee 
both for principal and interest. If debentures are not taken up by the public within a 
certain time. Government should make up the balance. Debentures should rank as 
trustee securities. 

To safeguard Government against loss a percentage, say half more, should be 
charged and a fund created for this loss, if any, in any district. 

The following changes of the existing law, or special arrangements, are suggested 
in favour of land mortgage banks : — 

(i) Free issue of certificates of encumbrances by the registration offices. 

(ii) Beduction of stamp duty, registration charges and court-fees. 

(iii) Notification of proposed mortgages. 

(iv) Simplification of the process of foreclosure and sale in the event of non- 

payment. 

(v) Defaulting est^atefl should be managed by the hanks. An Imperial Board 

of Land Mortgage Banks should be formed. 

Question 7. — ^Twenty-five per cent, of the land revenue, is the safest calculation for 
the value of land. 

In my district the value of land per acre differs according to the crops grown on it. 
As regards prices of land — 

(i) When obtained in sale by Government auction for non-payment of revenue, 
land is sold cheaper because the people think that the land must be auc- 
tioned at any price. 

(ii) Under the new rulings the price of land under sale on a court decree is 

calculated at 26 times of the profit and the decree-holder is bound to bid 
up to that price. Twenty-five times of the profit is much, therefore the 
mortgagee get-s a good price. 

(iii) Good prices are obtained by private negotiation. The reasons are shovn 

above. 

The proportion of the annual net yield of average quality land to its market value 
under normal conditions is Bs. 60 per acre. 

Tart O. — Small industries allied to agriculture. 

Question 1. — ^In my district the following small industries are in existence, viz., 
Gur making, sugar refining, blanket weaving and vegetable growing. 

Question 2. — ^I suggest that small centrifugal machines for refining sugar be introduc- 
ed in the district and be supplied on the hire system by the land mortgage banks or co- 
operative banks or by the Agriculture Department, and growth and manufacture of 
tobacco be introduced. Blanket weaving should be encouraged. During the War about 
2,000 blankets were daily prepared in the district by the weavers but now the industry 
has altogether died as thtfe is no markeh for them. The military are not accepting them 
and are taking mill-made ones. Some means should be adopted to revive the industry. 

Question 8. — 1 suggest handlooms for weaving blankets and khaddar in the off- 
season for farmers and speciallv for ladies who do not do any work at present. 

Working capital for such enterprises should be obtained from co-operative banks. 

Part B, — Small urban industries. 

Question 1. — Cottage or art industries in my area are financed by their own capital 

or by loan. 
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There is no special agency for the supply of raw materials and implements; the 
artisans arrange for them themselves. 

The wares are disposed of in the near market or pith which is held usually once a 
week in big villages. 

Question 2. — There are karkhanas for making Persian wheels and the artisans have 
no objection to drift from their homes if they get profitable jobs. 

Question 5. — I suggest co-operative banks to finance small industries. 

Question 6. — ^Emporia can be effective in advertising art wares, and one should 
be established in every district. I suggest that the district board should be asked to 
arrange for one and its secretary should manage it. 

Par J. — Internal remittance and negotiable instruments. 

Question 1. — ^The facilities available to the public for internal remittance are village 
moneylenders and co-operative societies. 

More co-operative societies should be opened. 

Question 6. — There are three kinds of hundis in the district — ^D.D., S.O., and 
B.D The Imperial Bank deals with these hundis. D.D. is that the Imperial Bank 
gives money to the presentee and it is sent to the person on whom it is written and he 
has to pay it at once. S.C. is that the Bank does not give money at once but pays when 
realised. B.D. is for 61 days or 91 days at the bank rate. There is no other bank which 
deals in hundis. The Imperial Bank "deals with the leading arhatias only and does not 
accept hundis of ordinary traders, landlords or tenants. The Bank rules are very strict. 

Question 7. — The Imperial Bank advances money on railway receipts and invoices 
but to the leading arhatias only. 

I think the establishment of a central bank would remove these difficulties. 

II.— Indigenous banking. 

A. — Organisation of indigenous hanking. 

Question 1. — Every zamindar advances money to his tenants, and there are 
several small banks in the district who deal with the tenants. 

Question 2. — ^Indigenous bankers deal with agriculturists and traders. 

Question 3. — The capital of an ordinary bank is about Bs. 26,000 and that of a 
smaller one Es. 7,000 to Bs. 8,000. 

They get about 24 per cent, clear interest after paying expenses and allowing for 
bad debts, etc. 

Question 6.— The accounts are generally kept in Hindi in bahi; there is no regular 
system as in the banks. 

B. — Raising of funds by indigenous hankers. 

Question 2. — If indigenous bankers have not sufficient money of their own they 
borrow it at 12 per cent. 

Question 3. — ^Indigenous bankers receive deposits of various kinda generally at 9 
per cent. In the rainy season the rate of interest is 6 per cent. 

C. — Advances by indigenous bankers. 

Question 1. — Indigenous bankers generally give money to the cultivators, and for 
securitv they have bonds or pro-notes written by two or three tenants and sometimes 
liave their standing crops mortgaged. 

They generally charge two pice per rupee, t.e., Bs. 3-2-0 per cent, per month. 

For loans in kind they take IJ times the amount lent in 6 months. 

Question 2. — It is possible to improve the organisation of banking by having co- 
cjperative societies. By this I think the agricultural community will be benefited. 

G. — Consolidation of indigenous banks. 

Question 6. — A Central Beserve Bank would be very useful, and I am strongly in 
viavonr of such banks ; they should have a link with the indigenous banks. 
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III. — Investment habit and attraction of capital. 

B . — Cheque habit. 

Question 1. — The cheque habit is growing in India. 

Question 2. — The abolition of stamp duty on cheques has led to a great increase, 
in the use of them and more accounts are opened. 

Question 3. — Business men, traders and private persons use cheques. 

C , — Vernacular scripts in hanking. 

Question 2. — Sarafi script is good and is generally used in villages. 

D. — Imperial Bank of India. 

The opening of branches of the Imperial Bank of India has encouraged the invest- 
ment habit, but it has not helped the promotion of internal trade and industry, the banking 
system and agricultural credit. The general price of money is not reduced though thc“ 
kliatti rate >f interest is reduced. 


(For oral evidence sec pages 363 — 365.) 
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ORAL EVIDENCE. 

Lucknow, February 6, 1930. 


Present : 

Mr. E. a. H. Blunt, c.i.e., o.b.e., i.c.s., m.l.c. 
Mr. Mohan Lal Sah, m.a., ll.b. 

Bai Bahadur Babu Mohan Lal, m.a., ll.b., m.l.c. 
Dr. Badhakamal Mukerjee, m.a., ph.D. 

Bahadur Pandit G. S. Upadhya, b.a. 

Dr. L. C. Jain, m.a., ll.b., ph.D. 


Chairman^. 

V Memhm, 
Secretary. 


{Witness : Bai Sahib Lala Anand Swarup, Rais and Honorary Magistrate, Muzajfarnagar.)'' 


The Chairman : You have given us certain figures of percentages for the purposes 
of debt. Will you please tell me whether they are the result of special inquiries or 
whether they are based on your personal experience? — They are based on my experience. 
Formerly my brother was the Government Treasurer and since 1909 I am the Govern- 
ment Treasurer, and khazanchi of the Imperial Bank there. I have got a bank of my 
cwn and I am also a zamindar. 

Is it a joint-stock bank or a private bank? — It is a private bank. 

Mr. Sah : Is it registered as a private limited liability bank? — Yes, it is a limited 
liability bank. 

The Chairman : Do you do all sorts of banking business and issue cheques as yrell?' 

— Yes. 

Mr, Sah : Do you take money on fixed deposits? — Yes. 

The Chairman : There is a suggestion that Government should help the co-opera- 
tive bank by putting into it the provident fund, surplus money of tlv' Court of Wards 
and the famine money. The difficulty is that the money does not belong to the provincial’ 
government but to the Government of India. 

Rai Bahadur Bahu Mohan Lai : Can you not make a recommendation to the Govern- 
ment of India to this effect? 

The Chairman : As a matter of fact, this is the money out of which we have ta 
give taqavi. 

Mr. Sah : You suggest that every shareholder should have one vote only irrespec- 
tive of 4be number of shares he might hold in the land mortgage bank. Will not that’ 
restrict people from subscribing large amounts of capital in the land mortgage bank? — 
You can fix any limit you like. 

The position is this. I might take any number of shares, sav 60 or 100 shares, 
according to my means in order to have so many votes, but if I am given only one vote 
even if I take 100 shares, naturally I would like to have only one share. 

Rai Bahadur Pandit G. S. Upadhya : Joint-stock banks will have votes according 
to the number of shares, but the co-operative bank will havd only one vote in spite of' 
any number of shares one holds. 

Dr. Radhakamal Mukerjee : Do you like a joint-stock bank or a co-operative bank? — 
I would prefer a joint-stock bank. 

Will you give one vote for every share? — ^Yes. 

Will it not result in putting the whole power in the hands of a few people who may 
happen to subscribe a larger amount of the capital? — ^Yes, that is possible. 

Mr, Sah : Supposing we make a graded system something like this that a man- 
purchasing 1 to 10 shares will have one vote, 1 to 50 shares two votes and so on : will that 
serve the purpose? — ^Yes, it will serve the purpose. You can make a limit that one vote 
will be given up to 25 shares. 

The Chairman : The blanket industry that arose during the war promised very well 
at that time. Can that not be revived now? — ^Yes, it should be revived, but the difficulty 
is that machine-made blankets are. cheaper and more fashionable than hand-made blauketsj 
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and, therefore, there ih no demand for the latter. There is a school of blanket- weaving 
at Muzaffarnagar. It was opened first by my brother and it is doing well on the whole, 
but the didiculty is that there is not much demand for the blankets. 

You know, of course, about the hydro-electric schemes in those parts. Is it 
likely that people will make much use of electric power for cottage industries? — ^Yes, they 
will not only for cottage industries but also for water-lifting. 

Dr. Radhakamal Mukerjee : What^ industries are likely to use this power in the 
villages? — ^Mostly the flour mills. It may also be used for ginning and sugar-cane 
pressing. 

The Chairman: Will they also pump water with it? — ^Yes. That is the chief 
object of the Irrigation department. They will build tube-wells and work them with 
power. / 

Dr. Radhakamal Mukerjee : Do the villagers realize the importance of this po^ 3r? 
— Of course, but we want there some sort of co-operative system. Unless we have tliat, it 
IB very^ difficult for tenants to combine in anything. 

The Chairman : Do you want co-operative societies for ihe purpose of production 
and distribution of power? — To supply machines on hire. 

I think myself that the presence of this power is likely to make a large advance in 
industry. — {Witness) : Yes. For agricultural purposes they are proposing to give iti at 
a very cheap rate, e.g., one anna per unit, while for lighting it is six annas per unit. 

Dr. Radhakamal Mukerjee : What is the rate per unit for industrial purposes? — 
One. anna. 

Are there many people who use power in the villages? — Not yet. We will have 
H from next March. 

Rai Bahadur Bahii Mohan Lai : You are intimately connected with banking and 
namindari. Has there been of late any tendency of reduction in the rate of interest in 
the case of mortgages? — ^Yes, there is. 

Mr. Sah : What is the tendency of interest in the case of loans to landlords, etc.? — 
The rate of interest has rather increased during the last few years. Money cannot be 
had now for less than Rs. 9 to Rs. 12 per cent. 

But in the case of mortgage of landed property it has come down? — ^Yes. 

Will you please explain in what respects the rules of the Imperial Bank of India 
•are very strict in the matter of discounting of hundis^ e.g., bills discounted for 61 and 91 
<?aygf — Because they give money only to big merchants and not to small moneylenders, 
zamindars or tenants. 

Do you not think that the zamindars or small moneylenders have not got the same 
sort of security as big merchants have? As a matter of fact, the bank only advances 
money for short periods. — (Witness) : Yes. 

In case the bank lends to the zamindar^ the result will be that a lot of money will 
be locked up for n. long time and the same difficulty will arise in the case of these small 
•moneylenders who have not got so much ready security as the big merchants have in 
the shape of stock of grain in hand. Do you not think that in view of the fact that these 
persons have not got sufficient security the Imperial Bank is justified in refusing credit? — 
1 think they ought to advance money on good security. 

How would you classify good securities? Do they not give sufficient credit even 
on good security? — ^No. They would not advance any money even to a person who has 
got property worth a lakh' of rupees. I think they should give loans to persons who 
have plenty of land and house property. 

What sort of security do they demand at present? — ^They demand promissory notes 
or other government paper securities. 

So you think that they do not give sufficient credit to persons of good standing? — 
Yes. I think the Imperial Bank ought to accommodate persons who are in a position 
to give a substantial security for the loan. 

Do you think that these persons of good standing will be able to repay their 
loans on short notice just as big merrhants can? In the case of these merchants it 
would not be difficult to sell their goods while in the case of persons with property it 
'Would be very difficult to raise money easily. — (Witness) : I think they will be able t# 
pay back the money whenever they are required. It is also possible that some of them 
may not be able to do so. I thmk a list of those people should be prepared by the 
hhazanchi and the Agent of the Bank. In the case of Muzaffamagar we forwarded a list 
to the Hesd Office, but they selected only a few persons. ^ 
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So it is not the khazanchi who is responsible for the final preparation of the list' 
but it is the Head Office which approves of it? — Yes. Of course, the khazanchi is res- 
ponsible if any money is not repaid by any one. 

Does the khazanchi get any commission for guaranteeing the amount? — He gets 
some commission on bills discounted but not in other cases. 

How would you remove the defect that you have just mentioned? — I think the bank 
ought to give credit to big persons who have landed property. 

Should it be a compulsory process? — No, it cannot be a compulsory process; it rests 
ciitiieiy wit*, the Agent. 

You think that the bank should not be so strict in the matter of loans? — ^Yes. 

The bank should be more liberal in advancing loans to the people. 

Dr. Radhakamal Mukerjee : In what respect do the rules about discounting hundis 
need modification so that hundis may come more easily within the ambit of the joint-stock 
bank ? 

The Chairman : They are already within the ambit of the joint-stock bank. 

Mr. Sah : How would you safeguard the interests of the bank consistently with 
the credit requirements of the people? What I mean is this. Suppose the bank loses its 
money in some case, how would you safeguard the bank against such losses and at the 
same time give credit facilities to the public? — I think the khazanchi should be made 
responsible. 

You say that the establishment of the Central Bank will remove some of 

the difficulties. In what way will it be so? — 1 was under the impression that in the 

Central Bank they would not be so strict as the Imperial Bank is at present. 

Suppose the Imperial Bank is remodelled and it is not so strict in future, will that 
not serve the purpose? — Yes. 

You say that the rate of interest charged by indigenous bankers is 24 per cent. 
To what class of indigenous bankers do you refer? — To the village mahajan. 

Rai Bahadur Pandit G. S, Upadhya : Do you not think ihat this is a rather high' 
rate of interest? — Yes. I 

Can you suggest a way by which these, moneylenders may lend on easier terms 
and may also be protected agalinst loss of their money? — If their money is secured against 
loss, they will charge a lower rate of interest. 

What is your suggestion in that direction? — I think these villagers should form 
themselves into something like a co-operative society. If four or five of them combine 
and execute a pronote to secure the debt in other respects, I think the moneylenders will 
charge a lower rate of interest. 

Mr. Sah: What is the approximate percentage of bad debts in the case of * 
moneylenders? — ^This is a matter in regard to which I cannot give any exact figures and 
my opinion on this is merely a matter of guess-work. I think their bad debt is about 
26 per cent. 

Do you not mean to say thereby that they do not get anything at interest even 
if they charge 24 per cent.? — Do you mean 26 per cent, of the amount of interest? 

Yes. — (Witness) In that case the bad debts will not be more than 6 or 6 per cent. 

What suggestions have you to make for increasing the resources of these indigenous 
bankers? You have mentioned at one place that they have to borrow at 12 per cent. 

I presume that this is because they have not sufficient capital themselves. Have you any 
suggestions to make by which their capital may be increased? — They can take loan’s 
from the bank, if they have the proper sort of security. Or four or five of them may 
combine into one concern and then they will have sufficient money of their own. 

Do you think that such a combination of moneylenders is possible at presents 
I think it is rather difficult at present. It is only progress of education that can make- 
it possible in future. 

So it means that unless and until these indigenous bankers are educated, there - 
is no possibility of any combination on their part in the near future? — ^No. There is^ 
not much hope at present. 

(The Chairman thanked the witness, who withdrew.) 
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FaJ Bahadur Pandit BALBHADRA PRASAD TIWARI, Rais and 
Honorary Magistrate, Deorhi, Cawnpore. 


Replies to the questionnaire. 


I. — Agricultural credit and credit facilities. 

Part C. — Extent and nature of agricultural indebtedness. 

Question 1. — I tbink that about 90 pex cent, of the agricultural classes of this 
province are in debt. Those who have got houses and groves or other iramc vable property 
mortgage them, and those who have got only occupancy cultivation give it on lease ; others 
borrow by pawning their movables, and sometimes borrow on pro-notes or bonds. I 
think a large amount of their debt is on the basis of mortgage or pawn and less on pro- 
notes and bonds. I think this is the condition of most of the villagers of this province. 

Question 2, — For the most part the creditors of the agriculturists are professional 
moneylenders and grain-dealers. Sometimes they borrow from their zamindars ns well. 
I think they seldom borrow from Government banks or co-operative societies. 

The richer agriculturist lends about 25 per cent, to the poorer. 

I think about 50 per cent, of the agriculturists are in the hands of professional money- 
lenders, 25 per cent, in the hands of their zamindars or richer agriculturists, and 26 per 
cent, in the hands of the grain-dealers. 

Question 3, — I think that the professional moneylenders of the mofussil put to 
auction the lands, groves, and houses of the tenants who sometimes arc rendered home- 
less. For the most part they have to give away their occupancy holdings on lease, as a 
result of which the agriculturists suffer most. 

The cultivator, when he is badly in debt and knows that the produce of his field 
will he taken away by the creditors, naturally does not fee] a keen interest in his cul- 
tivation, and efficiency is consequently diminished. 

Question 4. — About 75 per cent, of the landholders of this province are, according 
to my estimation, in debt. 

Questdon 5. — The cause of this indebtedness is mostlv the failure of crops 
in the preceding two or three years and famine in some areas. To my mind this is 
practically the only cause of the debt. There may be want of management in a few 
cases, but this is rare; also extravagance in some cases. 

Question 6. — The landowners have to pny no special rate if interest. They borrow 
at the market rate. 

Part D. — Credit facilities in respect of agricultural production and marketing. 

Question 1. — I am not aware of any special facilities provided by creditors for 
agriculturists. The Government has taken some steps in that direction, but owing to 
poverty the poorer tenantry cannot avail themsedves of these facilities. Ti is only the 
richer cultivators who can avail themselves of the facilities offered by the Government 
and the trading companies. Sometimes the grain merchants and moneylenders supply 
seed to the agriculturists. The poorer tenants cannot offer any security which is de- 
manded of them. 

I think existing credit facilities are not adequate. If some system of mutual aid 
or co-operative banks are opened in different tabsils, and loans are offered at a lower 
rate of interest repayable by easy instalments, it will all a v the trouble to a certain extent. 

To my mind the main defect is the high rate of interest. The law as to usury 
should be strictly followed and suggestions mentioned above regarding co-opera +ive 
banks adopted. 

Ra/ Bahadur Pandit Balbhadra Prasad Tiwart. 
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Question 3. — I think there is no oo- ordination between the creditors, — on the con* 
^trary, there is rivalry between them, and sometimes these agencies work great mischiet 
to the poor tenant if he is indebted to several bankers at the same time, and, more so, 
if he unfortunately shows preference to any creditor. 

There is very little scope for improvement except by judicious legislation. 

Question 4. — I think there is no difference in the matter of credit facilities 
between internal and overseas trade. 

Question 5. — I think if a big banking concern is opened, having its branches in 
all the tahsiis, a capital of 26 crores for the whole province will be required to make 
the agricultural class as a whole independent of the moneylenders. 

I think about 60 lakhs would be sufficient for this district consisting of six tahsiis. 

Part E. — Land mortgage hanks. 

Question 1. — If "he property is considerable and the money required is also a 
large sum, landholders can obtain loans by the mortgage of their zamindari property 
for long periods, say five or ten years, whereas if the property and the loan to be 
secured is not much, a period of one to three years is usually given by the moneylenders. 

The tenants, as a rule, cannot mortgage their holdings so they cannot obtain 
loans for long periods. 

Question 2. — Long-period advances are available on the security of zamindari pro- 
perty in the district and house property in the city. 

The usual difficulties of long-period borrowers are — (1) compound interest, some- 
times with six-monthly or quarterly rests : (2) agreement to pay enhanced rate of interest 
in case interest is not paid regularly; (3) inability to pay the principal before the expiry 
•of the term. 

Question 3. — Non-transferability in the case of tenants acts as an impediment to 
long-term credit and increases the rate of interest. 

Question 4. — The Occupancy right does not serve as an adequate security for long- 
term credit : on the contrary it is a hindrance as it is practically no security. Either 
the occupancy nght should be made transferable, or the tenants should be allowed to let 
it out by way of zarpeshgi for a longer period than at present allowed by law, in 
case they are indebted owing to failure of crops. 

Question 6. — I have read the note on land mortgage banks, and I think the 
•establishment of such a bank on American lines with its branches in all the tahsiis ox 
a district would go a great way towards the solution of the problem of long-term 
loans. 

Question 6. — I think there should be two sub-divisions of one bank, one confining 
itself to farmers and small landholders, and the other for the loans of big zamindare 
and taluqdars. 

I think the share capital should be open to subscription by the general public 
and the surplus should be taken by the Government. The share capital in my estimation 
should be about 25 crores for the whole province. 

The management of such a bank should be in the hands of a body of directors to 
be elected by the shareholders; at the same time there should be certain minimum 
qualifications for eligibility to the post of a director, e.g., knowledge of English, bank- 
ing experience, number of shares subscribed, knowledge of law, etc. 

The maximum period of the loans in the case of farmers, should be 16 years, and 
in the case of big landholders it should be thirty years. 

The working capital should be obtained by issuing debentures and bonds. 

There should be a government, guarantee for the repayment of the principal as 
well as interest, and, if the public does not take the debentures, the Government should 
take up the balance. 

The Government should make such rules in this direction as are necessary in 
order to safeguard itself against loss. 

There should be some changes in the existing law on the point, or special arrange- 
ments should be made in order to simplify the procedure regarding certificates of en- 
cumbrance, which should be given free of charge, stamp duty should be relaxed in this 
respect, and registration should be made unnecessary in the execution of^ deeds of the 
bank, and only attestation by two respectable gentlemen should be sufficient. Suitable 

Eai Bahadur Pandit Balbhadra Prasad Tiwart. 
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modifications should also be made regarding notifications of encumbrances and powers of 
foreclosure and sale, and power of direct management should be also given to the bank, 
with as little recourse to legal formalities as possible. The legal procedure which might be 
necessary should not be very complex and no court-fee should be levied on transactions 
and suits of the bank except a court-fee of annas eight only. 

I think there should be separate provincial banks. 

Question 7. — The value of land should be calculated by a valuation ofdcer or a 
body of officers, and the basis of valuation should be the current market value which 
should be ascertained by a reference to authorised brokers, or, if this be impracticable, 
then the value should be assessed at sixteen times the annual profit in the case of villages 
irrigated by wells, and twenty times m the case of villages irrigated by canals, and 
twenty-five times in the case of the latter class of villages as are near big cities. 

The value of land in this district differs according to the observations given 
above. ^At the same time the kachiyana land which is suitable near big cities is even 
more valuable, but I think the scale given above is a fair mode of ascertaining the 
market value. At the same time, if a village is a full mahal with a single owner, it 
will fetch a higher price than a pattidan village which has got several cosharers. 

In the case of land obtained in sale by government auction for non-payment of 
revenue or by sale on a court decree, the prices are sometimes far below the market 
value. In the case of land obtained by private negotiation the value is usually correct. 

The cause of inadequate price in the first two cases is want of due publicity in 
conducting the sale. 

in — I nvestment habit and attraction of capital. 

A. — Encouragement of saving and investment habit. 

Question 1. — There are several banks and different firms of moneylenders in my 
district. They are inadequate, as most of the money is locked up, and owing to poverty of 
the general public (traders as well as agriculturists), money Advanced to them is not 
realised; hence there is a larger demand for money. I think that about one, crore would 
be sufficient for Cawnpore. district. 

Question 2. — There are various savings banks, other banks, insurance companies 
and joint-stock companies. 

There are some banks which provide savings boxes in order to encourage the 
habit of saving money, but the cost of living in the case of the urban population is so 
high that a man cannot save sufficient money to make any substantial investment, 
and the rural population is very poor and badly in debt owing to repeated failure of 
crops, that it is impossible for them to pay their debts and shake off the constant yoke 
of the moneylenders. It is very difficult to make any headway in this direction unless 
and until the pre-War conditions re-appear and measures are adopted to prevent the 
constant drain upon the country’s resources. 

Question 3. — There is not much investment in gold and silver these days, except 
in cases of marriages, etc., when, too, it is very limited. The reason is the most 
abject poverty of the masses. 

Question 4. — Postal cash certificates are no doubt popular, but only among thQ 
monied men, i.e., traders, zamindars^ and high-salaried servants or government officials. 

Steps should be taken to encourage their popularity by revision of the rate of 
interest. 

Question 5. — ^Post office savings banks are indeed very popular, and to my mind, 
if the rate of interest is increased, there will be greater attraction, but the investors 
are generally those who are in service and get a fixed salary. The illiterate public 
seldom resort to any mode of such investment owing to the difficulty in withdrawing 
money. 

Question 6. — It is no doubt true that there is competition between the banks and 
the Government, but I think it is a healthy competition. 

Question 8. — I think it would, no doubt, promote the saving habit if public bodies 
afford savings bank facilities. 

Rai Bahadur Pandit Balbhadra Prasad Tiwabi. 
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Question 9. — cannot say what additional facilities should be given to small 
agriculturists and small investors to take up some form of government security as the 
agriculturists in general are too poor to invest in government or other securities. They 
do not understand these things. 

Question 11. — Traders invest their surplus in opening new trade or business, land- 
owners in purchasing new villages or houses, bankers in exteuding ibeir business. It 
is only the persons who are in service of some kind Unit invest their surplus in banks 
or is the purchase of shares of joint-stock companies. 

Question 12. — ^The farmers are generally in debt, and whatever savings ^hey have, 
go to discharge their debts; if even then they save, anything, they extend their busi- 
ness by purchasing new bullocks, buffaloes, etc., and in taking more land in their 
cnltivaiion. They sometimes lend to their fellow agriculturists but on very high rates 
of interest, sometimes 37 J per cent., and sometimes even as high as 75 per cent. 

Question 13. — I am of opinion that in India the banking and investment habit is 
of very slow growth. 

I attribute it to illiteracy and poverty. 

As a means of educating the people to invest their savings in produclrve under- 
takings I would suggest. — 

(i) Organisation of lectures in tahsils and big villages. 

(ii) Publication and cheap (possibly free) distribution of pamphlets and short 
stories on the subject. 

('iii) Staging in tahsils (free of tickets) of short dramas especially written on the 

subj'cct. 


B. — Cheque habit. 


Question 1. — The cheque habit is growing among the educated classes. 

Question 2. — The abolition of stamp duty on cheques has T think led to the use 
of more cheques and the opening of new accounts. .< 

Question 3. — The educated classes, generally traders and servants, use cheques. 

Question 4. — I think the cheque habit can bo promoted by both the methods 
suggested in the questionnaire. ^ ‘ . 

It is advisable to open cheque accounts in post offices. There should be Uo res- 
triction as regards interest, otherwise what would be the difference between any ordinary 
bank and the post office. 

Question 5.— It is difficult to devise any means of making it possible for the 
illiterate to use cheques, but the use of seals and coupons especially issued to the de- 
positor may serve the purpose. 

Part C. — Vernacular scripts in hanking. 


Question 2. — I think all the three scripts — Sarafi, Nagri, and, Urdu— should be 
allowed, , ‘ j • 


^Ai Babapob Panpit BapbSapka Pbasap Tivtabi. 
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B%hn MATHURA PRASAD Sahib, Honorary Magistrate and 
Assistant Collector, Sasni, district Aligarh. 


Replies to the qaestionnaire. 


I. — Agricultural credit and credit PAciLmBS, 

Part A. — Agricultural borrowing for purposes of production. 

Question 1. — ^Agriculturists borrow generally from village moneylenders. 

They borrow generally for the following purposes : — 

(i) marriage and other social functions,' 

(ii) famine and other kinds of distress, 

(iii) payment of land revenue or rent, 

(iv) seed, 

(v) expenses of cultivation, e.g., wages of labourers, 

(vi) agricultural implements, 

(vii) purchase of plough or other cattle, 

(viii) sinking of wells, and 

(ix) subsistence. 

The debt is distributed as follows : — 40 per cent, for subsistence, 30 per cent, for 
labourers, and 30 per cent, for seeds, cattle, etc. 

The money is borrowed only from village moneylenders. 

About 40 per cent, of the debt is incurred in cash and 60 per cent, in grain. 

Forty per cent, is borrowed for long periods, say, for one year, and 60 per cent, 
for short periods, say for six months. 

Question 2. — ^The rates of interest are : for cash, Re. 1-8-0 per cent, per month to 
Rs. 3-2-0 per cent, per month ; for grain times in each fasti or sfter 6 months. 

The method of calculating interest is that two annas per rupee interest is charged 
for every six months or less period. Cash is realized with interest at the same rate. 
For long periods interest is charged at the rate of Rs. 2 per cent, per month, at the 
same time it may be compounded every half-year. 

The rates of interest are exorbitant. 

Question 3. — ^The usual kinds of security are land mortgage, cultivated land through 
instalment bond, and ornaments. 

Generally, it is correct to say that the better the title to land the greater the amount 
of indebtedness. Tenants are poor and are mostly in debt, and their number is larger 
than that of landlords. 

Land mortgage is increasing. 

Question 4. — The usual method of enforcing payment of debt from agriculturists 
13 by mutual settlement or litigation. 

There is no difference between the market rate and the rate at which grain is 
borrowed. 

Question 6. — Cultivators mostly do not take full advantage of the facilities provided 
by the Agriculturists Loans Act as sufficient taqavi is not distributed among tenants. It 
is somewhat difficult for tenants who are really in need of taqavi as there is nobody to 
support them and favouritism is shown. 

For sinking wells taqavi is taken to the extent of Rs. 400 to Rs. 600. 

There is some defect in the present taqavi system. Zam’ndars may be consulted 
at the time of distributing the taqavi, and branches of co-operative societies in villages 
may be opened. 

Question 7. — ^If money is advanced to tenants at a low rate of interest all the defects 
in agricultural borrowing will be xectiffed, 

Mathura PRa8a?>t 
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Part F, — 0<hoperation, 

Question 1. — ^1 think that there is no relation between co operative banks and other 

banks. 

There is no competition between the co-operative banks and the joint-stock banks. 

Question 2. — Co-operative societies have no special difficulties in raising either shorl 
or long-term capital. 

Question 8. — ^The amount of capital available for financing the co-operative move- 
ment is quite insufficient. There should be a central society at the headquarters of each 
district. Branches should be opened in each tahsil, and sub-branches in each big village 
and town, so that the cultivators and manufacturers may have facilities for taking loans 
at cheap rates. These societies should do the banking business and produce facilities for 
improving the industrial condition. 

They should accept mortgage of movable and immovable property and should take 
ether kinds of securities. 

Question 4. — It is possible to stimulate the growth of the co-opcTative movement by 
financial concessions. 8uch action is desirable. 

Question 6. — ^The establishment of the provincial co-operative bank would stimulate 
the movement. 


Part G, — Small industries allied to agriculture. 

Question 1. — In the Aligarh district the industries allied to agriculture are dairy- 
farming, gttr-making, cotton-ginning, hand-spinning, and fruit-growing. 

Question 2. — ^These industries are not on a large scale. Capital and machinery and 
consumption are most essential things for improving them. Improvement, in agricultural 
industries requires facilities for irrigation without which no industry can survive. ^ The 
Government should also open main industrial schools in India to impart education in 
different industries. 

Question 3. — I suggest the following industrial enterprises which may give employ- 
ment to a farmer during the off-season : — 

(1) Ginning of cotton. 

(2) Spinning of cotton and wool. 

(8) Weaving. 

(4) Dairy-farming. 

(6) other cottage industries, such as silk-producing, wood carving, painting, tan- 
ning, etc. 

Branches of co-operative societies should be opened in each village or group of 
' Ullages. They should invest capital in industries, and at the same time they should 
purchase the manufactured articles at proper rates from the manufacturers and sell them 
in big cities. Central co-operative societies should manage to dispose of the goods ta the 
public .^nd the Government. 
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Ral Sahib Babu MADAN MOHAN LAL, Yakil, Budaun. 


Memorandum on agricultural credit and credit activities^ 


1 The agriculturists in this district borrow from Government as taqavi and from 
co operative societies and also from local moneylenders for repayment of debts, for agri- 
cultural purposes and for marriage and other functions. In taking loans from co-operative 
societies they often express tHieir need for the purchase of bullocks because the money 
advanced for the purchase of bullocks is to be repaid in two years by four half-yearly 
instalments of equal amount, while for sied and iiiauure and other expenses of cultivation 
the amount advanced falls due on the crop for which it is taken. In places where co- 
operative societies exist the agriculturists do not borrow from other sources so long as 
their needs are satislied by the co-operative societies and when an advance is refused on 
the ground of extravagancy they fall back on the local moneylenders and borrow at the 
highest interest which is usually Rs. 37-8-0 per cent, per annum. Loans in grain arc 
; generally- taken for seed and repaid at a rate about four annas in the rupee higher than 
the price current at the next harvest. This high rate of interest is paid to local money- 
lenders while the interest paid to the co-operative societies is 16 per cent, from 
cultivators to societies and 12 per cent, from societies to the district and central banks 
cespectively. The borrowing capacity is judged in the case of co-operative societies by 
the haisiyat statements of each cultivator showing occupancy holdings and garden whicli 
are deemed as security for the boiTowing. The local moneylenders generally advance 
loans on simple money bonds in the case of small sums and iu special cases the cultivators 
sub-let their occupancy holdings for five years to (he creditors in repayment of the money 
due on the bond. Money is also advanced by private moneylenders on the security of 
ornaments in whiol case a less amount of interest is charged. Petty landholders are 
often indebted and they can easily get loans on the security of their lands. Payments 
of. debts are usually enforced through the Law courts. The cultivators borrow iaqavi 
sometimes for agricultural requirements and specially in abnormal years. Pull advantages 
of the Agriculturists* Loans Act and the Land Improvement Act is not taken for reasons 
host known to them but apparently the complicated process of securing loans and their 
repayment in time seems to stand in the w^ay. A simplification of the process might 
improve the situation. 

2. The produce of the land is generally taken by the cultivators to the nearest 
market and sometimes the commission agents and the wholesale grain merchants buy 
in villages from cultivators at a cheaper rate than in the market. The cultivators 
generally store grain in their houses in kotjiis while grain merchants store in kothis or 
pakka houses. Sugarcane crops are arranged for sale, with the sugar making concerns. 

5. It appear from the experience gained in conducting the business of the C.o- 
eperative District Bank in this district that a middle class cultivator requires a' loan 
of Rs. 50 throughout the year to meet his ordinary agricultural and other requirements. 
'Phe petty landholders become indebted on marriage and other festive occasions and lose 
their lands by degrees. The rate of interest in their cases varies according to circumstances 
from Es. 6 to Es. 24 per cent, per annum. 

4. The co-operative credit societies advance loans to cultivators for agricultural 
and other requirements at a cheap rate of interest and if the business is conducted 
on proper lines for advancing and repayment of loans the condition of poor peasants is 
sure to improve. At present the peasants are too eager to secure loans and too slow 
If# repay them. The co-operative banks sometimes stand in difficulty for providing loans 
and meeting deposit calls and tkerefore it is very necessary that a provincial bank 
should be established to meet the calls on the district and central banks. The general 
public of this place are fond of investing their savings in making gold and silver ornaments 
or burying it underground. The advantages of investing their savings in savings banks 
o* in other productive business should he impressed upon them by issuing periodical 
papers in Hmdi and Urdu distributed free in important villages and towns. ^ If the 
j'dvantagft? of depositing their savings are fully understood by the general public there 
will be no lack of capital at any time of the year. 

(For oral evidence, see pages 373 — 379. 
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ORAL EVIDENCE. 

Lucknow, January 2$, 193Q. 


Present i 

Mr. E. a. H. Blunt, o.i.e., o.b.b., i.o.s., m.l.o. 

Br. RaDHAKAMAL MukERJEB, M.A., ph.D. 

Mr. Mohan Lal Sah, m.a., ll.b. 

Rai Bahadur Pandit O. S. TTpadhta, b.a. ... 
Dr. L. C. Jain, m.a., ll.b., tL.d. 


(Witness : Rai Sahib Babu Madan Mohan Lal, Vakil » Budaun.) 


The Chairman : Are you connected with the Co-operative Bank at Budaun? — 
Yes, I was Vice-Chairman of the Co-operative Bank, Budaun, but that has gone into 
liquidation since. 

What happened in Budaun? What was the trouble that led the bank there to 
go into liquidation? — The trouble was that advances were made indiscriminately in the 
DCginning and subsequently there was difficulty in the collection of arrears. Some persons 
were appointed as liquidators and they also acted dishonestly and the result was that 
wo had to shut the bank. 

I am told that in Budaun nobody now wull have any tiling to do with a co-ojperative 
hank and that no cultivator will put his money in the co-operative bank. — (Witness) f 
That may be so, but wo have had good experience of the business, and if a bank is 
started again they will gladly come if it is worked properly. 

So the failure is entirely due to beimani? — That was not on one side only but 
ft was on the part of tenants also. 

So it was on the part of both the parties, officers as well as tenants? — Yes. The 
tenants took large sums of money as loans which were beyond their means and they 
w^ere unable to repay them. That is the reason why we lost about 75 per cent, of our 
capital, but we have paid up all the deposits fully with interest up to date. 

Is liquidation over? — Yes, we have finished everything. 

You say that in taking loans from co-operative societies they often express their 
need for the purchase of bullocks because in that case the money advanced is to be 

repaid in two years. You believe that they do not tell the truth as to the purpose for 

wrhich they want the loan? — Yes. Sometimes they speak the truth, but generally they 

tisk for money for the purchase of bullocks. There is no supervision over them and the 

imyichaiiafs also are of the same type. 

Do I understand that they deceive the societies? — Yes, from top to bottom. FiVen' 
the panchas take the same line. I have found many cases. 

I suppose when taking a loan from the co-operative society they have all got t'" 
state the reasons for which they want the money? — ^Yes, they have always to do th^kt. 

With an ordinary hania you have not to do that. You may take Rs. 600 without 
saying what you want it for? — Under the law it is T think necessary that they^ Shopld 
make such statements. 

If the document is to be registered? — Yes, unless the. loan is taken for legitfrtiate 
and proper requirements it is illegal. The reasons have to be distinctly put down. ' 

I suppose they often say that the money is required for kharack khangi9—‘‘Sb:' 
They generally say that the money is required for the purchase of bullocks and Seed, 
that is to say, for agricultural requirements, but they spend the money on other purposes*. 
They spend in weddings much beyond their means and that is the cause of their indebt^-** 
ness. 

They cannot, I believe, borrow for weddings from the co-operative societies?-^ 
Yes, they can borrow sums within their means for this purpose. It is one bf the 
legal requirements^ but not large sums to squander beyond their means. ^ 

Rat Sabu Madan MoHAit ^al. . .. 
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can, I snpposa, borrow for social fnnctionB such as a $hradh7 — i"os* for 

fnnsral expenses. x ^ ^ 

If a man wants to give a feast to his biradrit can be borrow? — ^No, not for tnat 
purpose. They can only borrow for legal necessities. 

I suppose you make advances for religious rites — sanskats^^xich as janeo, etc? — 
I think so, but I have not come across any such instance. But, of course, for Brahmans 
and Kshattriyas it is necessary sanskar and we might advance money. 

In fact you mean that any ceremony admissible in law or by custom could be 
fut forward for advances — But always within their means. 

Have you any experience of cases where members of the society have borrowed 
from the society for paying off a loan taken from a moneylender? — Yes, for paying 
off old debts. This is the first part of our societies, because if the man is indebted 
to several persons he cannbf pay properly to everyone. When he comes to us he must 
discharge his previous obligations. 

Have you also heard of cases where a man borrows from a society and afterwards 
lends the money to other persons? — ^No, I have not done so. 

I have heard of such cases. — (Witness): There might be. 

Supposing a member of the society does not get all he wants from the society 
itself. I think he will borrow from the moneylender. — (Witness) : Yes. 

What will the society ultimately do? — They do not borrow within the knowledge of 
the society. They do so without its knowledge. They borrow privately and when it comeg 
to the knowledge of the society, they go to the central bank or the district bank, as 
the case may be, t^ borrow money in order to pay off that debt, which is a legal neces- 
sity for which the society can advance money. 

1 have heard a complaint from other witnesses that part of the trouble with co- 
operative societies is that they insist on r^ayment being made on the right date. Ho 
you think that that prevents people from joining co-operative societies? If you borrow 
Irom a moneylender, he will let you pay at any time. He will not hold you to a fixed 
kist, while the co-operative society will insist on repayment oh the due date. 1 have 
beard that that very often prevents cultivators from joining co-operative societies, because 
they object to be tied down to a particular date. — (Witness): Yes, that is the case; 
they do not like it, but according to law they are bound to pay instalments on due dates 
and they are generally very easy instalments. 

Ho you think we can improve matters by making instalments lighter? — ^Yes, 
instalments may be made lighter if it is considered that they are heavy* but as far as 
my experience goes, loans advanced for seed are repayable at the next crop; so it is 
not too much. 

No, it is not too much. Who sells cattle in your district? Are they Banjatasf — 
Banjaras and other villagemen. 

After what period do they demand money? Ho they sell on cash or credit? — Very 
seldom oa credit. They sell on cash. 

They do so in some parts? — ^Yes, when the purchasers are known to them they 
may sell on credit, but in the bazar they sell for cash. 

Are the people who lend money in villages haniasj or do zamindars also lend 
money? — Banias are the real moneylenders and zamindars in some cases only, because 
zamindars are themselves in debt. 

Ho cultivators lend to each other ?-»-Yes. 

Where do they get their money from? — From their own occnpation. 

Ho yon agree that such tenants are fairly well off? — Some of them. 

Have you any villages of your own? — Yes, I have. 

Take any ono of your villages. How do your tenants free themselves from debt 
in ordinary, that is, not bad years? — In ordinary years I think the cultivators produce 
according to their needs and do not want 4oans. They want money only when they 
have to sow crops or to purchase bullocks. That is the time ordinarily when they 
require money. They do not require a loan if they have a good crop. 

Even if they borrow for bullocks and seeds they ought to pay fairly quickly. — 
(Witness) : Yes, but at the time of payment they find it hard to pay on the due dates 
and try to avoid payment. 

Yes, because it seems the due date is inconvenient for them. — (Witness) : Some- 
times employees of the bank have resorted to bad methods enabling them to avoid pay- 
ment at the due date. 

Is it your experience that cultivators do not borrow for a definite ob}eot?-^Yes. ' 
Is it not a fact that cultivators do not always spend Urn money on fihe ebfeete lor 
which they borrow?— Yes* generally he spends on quite diteent purposes. 

Rai Sato Babu M.^dak Momav iMtk 
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1)068 Any single villager borrow entirely from the same moneylender always?—- 
Yes, they have got their own moneylenders. In groups of villages there are some money- 
lenders to whom all those villagers always go. 

Then a money lender is somthing like a Brahman. He has got his jajmani ? — 

Yes? 

Then take a small moneylender in your village. How much capital does he 
normally possess — Its. 800 to Ks. 1,000? — Yes, but others have got Ks. 6,000 to Rs. 10,000. 

Suppose we had a sertea of bad years, like the present and bis money was not 
repaid, would the moneylender be in a bad way? — Quite true, he will be in difficulty. 

I suppose with the result that his clients would also be in difficulty? — ^Yes, he him- 
self and his clients. ; 

Then have they to go elsewhere? — Certainly. 

In the circumstances will a big mahajan in the town be likely to lend to a smaller 
moneylender? — Yes, they have got their dealings with big mahajans always. They go 
tc them and borrow at a smaller rate of interest and then lend the money to their 
clients at a higher rate. 

Do you think that in normal years — ^I do not mean bad years — the amount available 
in villages with moneylenders or co-operative societies is enough for peoples* wants? — 
Yes, they have got sufficient money, except when successive bad years follow. 

1 understand if you have an ordinary sort of a year then the amount of money 
available in the villages is in your opinion enough for the needs of the people? — ^Yes, 
it is, but in some localities the case might be different. Generally there is sufficient 
money. 

What is your opinion about taqaDi ? — Government give taqavi mostly in bad 
years and in good years Government give very little taqavi, say about one-twentieth of 
what is given in bad years. Do you tliink this is a right policy or should Government 
give as much taqavi as is wanted? — To save cultivators from the difficulty of securing 
loans from other sources Government should advance taqavi throughout. 

I suppose you realize that it will involve enormous expenditure? — ^Yes. Govern- 
ment ought to do what it can to provide cheap credit. 

I understand that one of the main reasons why cultivators dislike taqavi is that 
it has to be repaid on the due date and the due date is not always very suitable to 
them? — Yes, strict payment is insisted upon and that is bard on them. 

In other words they have money in any quantity only once a year and then 
everybody wants his share, moneylender, co-operative society, Government and every- 
body else? — Therefore I am of opinion that so long as a cultivator borrows from one 
source only, it is better for him. 

When grain loans are made, are they repaid in kind? — ^Yes. 

In that case do you agree that grain at the seed time is dearer than at the 
harvest time? — Yes. 

Is it not a fact that a loan of grain is repaid at the rate of sawai and not in 
terms of money? — Generally in kind and not in cash. 

Suppose at the time the seed is taken the rate' is 4 seers a„ rupee and when it is 
to be repaid at the harvest time, it is 6 seers a rupee and under the sawai system he 
will get back only 6 seers, will the moneylender be not at a loss? — No, that is not the 
case. Suppose seed is advanced on the satvai system, then at the harvest time one- 
fourth more than the market rate will have to be returned. That is to say, if seer is 
sold at the rate of 10 seers a rupee when it is advanced and at the harvest time the rate 
lb also lO seers, then the cultivator will have to return 12J seers. 

Mr, Sah : Do agriculturists not borrow from one moneylender to repay another? — 
Sometimes. 

Not generally?— No, only when they are hard pressed. 

Is it not a fact that taqavi is unpopular because repayment is required as soon 
as the area is declared free from famine? — Yes, that is so. 

“The condition of the cultivator does not improve by that time?— That might be. 

What rate of interest do you consider to be a fair rate? Is 24 per ceat. not a 
fair rate?— No, that is a very heavy rate. 

Is that not a fair rate of interest considering that cultivators have no security 
behind them? — I think it is a very heavy rate. 

The Chairman ; The point is this. If the agriculturist offers a. good security for 
the loan to the moneylender, in that case 24 per cent, wpuld be too much.-r*(TYftiie<8) 
If the loan is advanced without proper security, the money is in danger qmd in that case 
24 per cent, is not a very heavy rate. 
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ta other words it comes to this. This heavy rate of interest depends on tli« 
absence of good security?— Yes, the better the security, the less the rate of interest. 

The moneylender knowing that his principal is in danger charges a higher rate 
of interest in the hope that he will get part of his dues., 

Mr, 8ah t You say that at present the peasants are too eager to secure loans and 
too slow to repay them. — {Witnm) That I mean with regard to co-operative societies. 

Do you mean to say that they repay the moneylenders* loans and not those of ihe 
co-operative societies ?— Yes, 

The Chairmam What is the sort of security he has to offer to the moneylender? — 
He takes bonds. 

Does he sub-let his land? — ^Yes, he does. 

Then he is buying the use of his land for five years by making a loan? — ^Yes, that 

is so. 


Dr. Uadliahamal MuJeerjee;^ You say that the cultivators sub-let their holdings for 
five years. Is .this practice very general? — Of course not. They sub-let only in some 
places when they arc hard pressed for money. 

How is the present law affecting this practice? Is it still being continued? — I have 
not come across such instances recently. 

Wfi have received evidence from other districts that on account of the legal restric- 
tion on Bub-letting the rate of interest is being raised in some areas. — (Witness) Yes, it 
may be so, because when cultivators are not allowed to sub-let and as the loans are not 
properly covered, the moneylenders may be charged a higher rate of interest. 

Suppose we make the law more rigid and not allow land to be sub-let at all, do 
you think that there would be greater credit available or no money would be lent? — I think 
that this may change entirely the habits of the cultivators. When they will get money, 
they will no.t spend. How can they spend, say Ks. 500 on the mairiages of their sons 
when there is no money available? It is their own fault. 

The Chairman : Supposing an occupancy holding was not transferable, will it im- 
prove the security? If he is allowed to transfer or mortgage his land, he will do so and 
borrow more money. — (Witness) If he is not allowed to mortgage his land, then he must 
curtail his expenses. 

Exactly so. 

Dr. Radhakamal Mukerjee : If we restrict sub-letting altogether, what do you think 
would be the tendency? Will that restrict expenses and make agriculture profitable? — 
I think they will profi.t by this change of law, because when a man has not got any 
source of getting loan, he must come within bis means. 

On the other hand you have, also to consider the fact that if the moneylender does 
not find adequate security, he would not lend money except at a very exorbitant rate of 
interest. — (Witness) Yes*: Many Muhammadans do not take interest because they want 
to keep within their means, It is haram to take interest in their religion. 

You will agree that if the condition of the cultivators is to bo improved, occnpniicr 
holdings should not be allowed to bo sub-let nor should they be transferable and then 11 jo 
peasants will be within their limits? — ^Yes. At the same time I would suggest that the 
pace of education of these people should be accelerated and they should be taught tlie ad- 
vantages of not going beyond their means. 

You say in your memorandum that cultivators take the produce of the land to the 
nearest market and sometimes the commission agents and the wholesale grain merchants 
buy in villages from cultivators at a cheaper rate than in the market. — (Witness) Yes, 
on the spot. 

Is there a chain of intermediaries and middlemen, whom you have come across, 
acting as agents or arhatias in .the city? — ^There is a sufficient number of such buyers in 
the villages also. 

Do they do business themselves or are they agents of others?— In many instances 
tlioy are themselves businessmen and in some instances they are agents. 

You have stated that they get food grains from the cultivators at a cheaper rate 
than the market rate. — (Witness) Yes, they do so. It is generally the case in the vil- 
lages that, the prices there are rather lower than in the cities, because there are many 
other charges to be incurred in the cities, viz., octroi i etc. 
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flow far have you seen these grain dealers financing the cultivators? — 
dealers sometimes finance cultivators by means of grain and sometimes make cash pay- 
ments, but they have their dealings in their iieighbouring villages. 

So in your area the village mahajan is also the grain dealer? — Yes, at the time 
of the harvest he will try to buy grain. 

Does he borrow from the arhatia in the city? Where does he get his capital 
from? — ^They have got small capital. Sometimes they get money from city arhatias, 1 
am not sure about it. 

Rai Bahadur Pandit G. S. Upadliya : is there any chance oi reviving the co-opera 
live movement in yonr district? — there is. 

Oil V Imt lines will you suggest this movement lo he revived? — Better organisation 
is ihc chief tl>ing. The first thing is the organisation, and tho organiser mnat bo the 
man who should feel the responsibility of working these societies upon himself and net 
that he should only organise the societies in the villages and throw the burden of work- 
ing them upon the shoulders of others. 

Do you know that experts are of opinion that organisation work can best be done 
by non-officials and not by officials? — ^Non-officials, if they arc angles, can do it. 

Official agency is not considered in any (omUry as tho best agency for organisa- 
tion. That^ is why wo have failed perhaps. — (IFtttncss) I value their opinion, but at 
the same time I would say that a man having no knowledge or experience is not ex- 
pected to do better work than the one who hos the responsibility upon his shoulders. 

My poiut was whether it would be possible to find non-officials in the district who 
would take upon themselves this w’ork. If so. wc^ would bo prepared to revive the 
societies. — (Witness) I cannot say whether a sufficient number of organisers would bo., 
available or not, but if they are available, bo much the better. 

Then there was the question of liquidation. That was another trouble in the 
district. Can you suggest a better wav in which .this question could bo tackled? Sup- 
posing we revive the movement a»ul increase the credit, will there bo difficulty about 
liquidation from which your district sultercd, and will it still stand in the way of reviving 
tho movement? — Ton fear that the society may agaui go into liquidation? 

Yes, uless there are non-officials lo work it — {Wiine,^s) What is being done in 
other districts? Budaun is not an pception. Thrre are 48 districts in the whole prov- 
ince; the same thing may be done in Budaun as is being done in other districts. 

Budaun has proved an exceptional case. Every society there had to be liquidated,—. 
(Witness) The reason is this. When the liquidator was appointed and some societies 
were being liquidated, the remaining societies stopped repaying money, and so finally 
they had lo be liquidated. Members were quite willing to continue the work, but it was 
against their opinion that the societies had to be liquidated. 

Supposing instead of asking for 15 per cent, interest the department asks for 20 
per^ cent., the extra 5 per cent, being deposited to the, debtor’s credit as compnlsory 
saving, do you agree to this? — ^W’‘ell, this is a matter of experiment. I cannot say off-haUd 
whether they will like it or not. 

We want to emphasize that saving should he made, and this is one form in which 
it can be made. Supposing wo charge 20 per coni., the additional 5 per cent, can go to 
their deposit. Do you th:nk it will come to anything? — Tes, T think if the advantages 
are explained to the people, they will agree. Three per cent .is already taken from the 
members and it goes to the reserve fund. 

Yes, it goes to a private fund. 

The Chairman : If ycu lend Rs. 100 and take 20 per cent., 15 per cent, would go 
as interest and the remaining 5 per cent, would go to the credit of the borrower. He 
will thus save this money. ^(Witness) Yes, it scema a good idea. 

Rai Bahadur Pandit G, 8. Upadhya ; You have stated in your note that the general 
public of this place are fond of investing their savings in making gold and silver briia- 
ments or burying them underground. Has any inquiry been made on this point? This 
is a general impression everywhere, but when you go to make a practical inquiry, per- 
haps this IS not corroborated?— Well, in some cases it lias come to my notice that they 
have, got their savings buried under the ground. 

It may bo in certain cases, but vour statement is of a general nature. Have you 
grounds for that statement? — No, I have no special grounds. But making omafnents 
absorbs half the amount. . ; 

mi. A is quite bo; but burying under the ground is not now go much the cage?— « 

Tbae might he. I cannot say. 
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t’eople now find an outlet for their money in other ways? — ^They eeldom deposit 
their money in banks. 

But there are their mahajans and co-operative societies, or they may invest it 
in improving irrigation, agriculture and cattle? — ^This may be the case with enlightened 
tenants, but vulgar peasants m general have never spent their savings in this way, and 
if there is any saving, they consign it to the ground. 

The Chairman : The Rai Sahib has already told us that tenants do lend to each 
other. — ( W itness) Yes. 

Rai Bahadur Pandit G. Upadhya : Our inquiry shows that there is not so 
much money as can be buried under the ground. In fact they now lend to each other. 

The Chairman : Can you tell me anything about this hhandsali business ? Can 

you explain what this hhandsali is, and how would you work it? 

Rai Bahadur Pandit G. S, Upadhya : This is in connection with sugarcane industry 
in Bareilly, Budaun and certain other d^strictb. Do you know anything about it? — ^They 
lend money to the sugarcane cultivator. 

The Chairman ; And when the crop is available they take that crop from the 
cultivators? — When ras is ready, then they take it; and when they do not fulfil the 
promise they sue the cultivators and realise their money in other ways. 

Do they advance the cost of producing the crop? — They generally take ras, 

Rai Bahadur Pandit G. S. Upadhya : We want to know whether it is only the 
(x»st of cultivation that is paid or what proportion that amount bears to the amount 

that is paid to the cultivator. Supposing the sugarcane crop is worth Rs. 100, what 

amount is advanced to the cultivator? — They advance according to their estimation. 

Do you think the cultivator gets a fair price? — ^Whatever is advanced is realized 
from the crop and nothing is left for the next crop. 

True, but I want to know whether the advance bears a certain proportion to the 
actual price that the crop will fetch in the market. — (Witness) I can only say this : if 
the produce is estimated to be worth Rs. 50, he will not advance more than that sum; 
rather less than that. 

Does the cultivator suffer a loss thereby? — No. 

The Chairman : Do you think some sort of newspaper dealing with finance will 
be useful in villages if written in simple language? — Yes, it will be useful. I would 
recommend that in all primary schools this banking business and economy should be 
the chief subjects, because we are providing generally for future generations. We old 
men cannot do anything now ; our children must do something, and it is by imparting 
this kind of education that tjiey will do something. 

Rai Bahadur Pandit G. 8, Upadhya ; Perhaps it will be much better if this ia 
done in the vernacular middle schools? — Prom class i to class VII. 

In primary schools the ages of boys are 11 and 12, and they are not proper persons 
to study these subjects. — (Witness) : A boy of three years can learn as much in a few 
days as we can learn in 100 years. 

Dr, Radhakamal Mukerjee : Is there any combination of villagers in connection 
wiih sugarcane cultivation? — They have got their separate cultivation; before sowing 
their crops they get some money from the hhandsali. 

Have you seen villagers combining in any manner either for agricultural or for 
other purposes? Are there any combinations which might be useful for organising village 
life? — No, I cannot say. 

They live all to themselves? — ^They have nothing in common so far as the cultiva- 
tion of sugarcane is concerned. They do their business separately. Everybody ploughs 
his own field. 

In certain parts of this province the practice is that cane-growers assemble together 
and plough one another’s fields together. Is that system in vogue in your village ?^ — 
Yes, sometimes poor villagers help each other. But this is not a general practice. 

In what connection is this help given to each other? Is it only in connection 
with cultivation? — Only cultivation. 

, The Cha^rma^ : Suppose a man has got only one bullock, he lends it to bis 
neighbour and then in return takes his bullock also? — ^That is right. Without cQ-opera- 
tion we cannot live for a single day in the village. 

Bai Sahi". Babu Madak Mohan Lai*. 



( 8Y9 ) 

t)f, Radhakamal Mukerjee : I wag eurprised to hear that {f 

tiott of this kind,-’iWitnes8) I The co-operation is not of siioh a kind as to allow any 
share in the crop itself. 

The Chairman ; You must have often heard of the movement for consolidation of 
holdings so that everybody’s holding may be at one place and not at different places. 
We all know that it is impossible under present conditions, but suppose instead of con- 
solidated holdings we have consolidated cultivation, that is to say. all sugarcane J» 
grown in one part of the village; will 't be nsefiil from the point of view of cultivators?— 
Consolidated cultivation will be found in some villages, but is rather difficult. 

Yes, it is rather difficult. I have seen it only in one village. 

ffai Bahadur Pandit G. S. Upadhya : You have suggested the simplification of 
process of taqavi loans. Can you give me an idea as to how it can be done? — ^This 
simplification can only be in regard to securing taqavi. . ^ ^ , 

You have stated in your note that full advantage of the Agriculturists lioans and 
Land Improvement Acts is not taken for reasons best known to them, but apparently the 
complicated process of securing loans and their repayment in time seems to stand in the 
way. A simplification of the prexess might improve ^ thr situation ?— The patwan 
is the chief agent for recommending a loan ; then it goes to other persons also 
These are the difficulties, and something must be done to enable the tenant to secure 

the loan. , , 

The Chairman : I can see the trouble, we know the answer ourselves. 

(The Chairman thanked the witness, who \vuh(Jrn\.) 
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Lala THAKUR DAS SAH Sahib, Honorary Assistant Collector, 

Almora. 

Beplies to the questionnaire. 

I.— AoillCUr/rURAL credit and credit facilities^ 

Part A. — Agricultural borrowing for purpo-^cs of production. 

Question 1. — The agriculturist in my area borrows from village moneylenders, for 
t\e following purposes : — 

Bepayment of earlier debts ... ... ... 14 per cent. 

I'nyment of accumulated inlercst ... ... ... 3 ,, 

Marriage and other social functions ... ... ... 36 ,, 

Famine and other kinds of distress (for famine Ijc borrows 
from Government also) ... ... ... 35 ,, 

Litigation ... ... ... ... ... 3 ,, 

Purchase of plough an*d oilier cattle ... ... ... 7 ,, 

Subsistence ... ... ... ... 3 „ 

Excepting in cases of famine, when the debt is due to Government, the whole debt 
;r divided amongst village moneylenders. 

The whole of the debt is incurred in casli and most of it for a long period. 

Question 2. — ^For cash advances the usual rate of intcrcsl* is 12J or 12 per cent, 
per annum. 

Few loans are taken in seed or in kind. 

Interest is calculated by the day, month and year, and the rates are not exorbitant. 

In villages there was formerly a charge of ganth kholait but it is disappearing now 
altogether. In towns there is no such charge or other incidental charge. 

Question 3. — In the case of borrowing for agricultural purposes, the security 
«if-ualJy given and accepted is land mortgage, ornaments, and personal security. 

Tl is correct to say that the better the. title to land the greater the amount of in- 
(b'btcdr.css. 

The comparative indebtedness is 2 per cent, landloids and 2 per cent, tenants. 

Tho amount of debt secured on land mortgage is increasing; others are greatly 
decreasing. 

Question 4. — ^When debts are not paid privately, decrees are obtained by suit and 
finding crops and property arc attached. 

There are few cases of lending of grain. The villagers go to market and they 
meet other passers-by from or to towns and by this they are able to know the )>revaihng 
rates from time to time. 

Question 6. — Cultivators do not take full advantage of the facilities provided by the 
\gricultnrists Loans Act and the Land Improvement Act. They are not so hard up 
as in ihe plains. In some cases tlie landlords provide funds. 

fn abnormal years the cultivator borrows taqavi to meet his demands for one season. 

There are no defects in the present taqavi system. 

Question fi. — Cultivators combine together for production of the potato crops. 

Question 7. — ^In agricultural borrowing from Government for purposes of production 
there are no defects. 

Part B. — Agricultural borrowing for purposes of marketing. 

Question 1. — ^When cultivators have stocked grain for domestic consumption in their 
houses they then sell the surplus of old stock. 

Question 2. —Money is not borrowed for marketing purposes, iinr is there a co- 
operative society to assist in tho marketing of crops. 
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Question 3. — When a cultivator brings his grain to market he sells it to a grain- 
dealer at 4 chhataks or 2 chhataks above the market rate, and be pays nothing to the 
arhatia, the dalal, or the heopari. 

In case he has borrowed he pays the moneylender in cash. 

There are no other incidental charges. 

Question 4. — The cultivator stores his grain mainly in bamboo baskets, one over 
the other — ^first of 15 maunds, next over it of 10 maunds, then of 5 maunds. Large land- 
I'olders make large wooden boxes to hold 40 to 50 maunds of grain, which they store for 
tboir consumption. Those who have large quantities for sale outside their consumption 
IS kept loose in the rooms. These meth^s are suitable to these parts. 

Ti markets j^rain is packed in bags which are kept one over the other. There is 
no defect in the system. 

Question 5. — Here the traders do not obtain credit on grain. 

Question 7. — Cultivators combine together to market potato crops. 

Part C. — Extent and nature of agricultural indebtedness. 

Question 1. — In village Ujolain, patti Uebyar, where there are 30 families, the in- 
debtedness is estimated at about Ks. 2,000. Of this registered mortgages cover about 
Its, 1,000, and ornaments and personal security the balance. 

Question 2. — The principal creditors of the agricnltnrists arc hankers and professional 
« moneylenders, and tlio whole amount here is dne to tho latter. 

Question 3. — ^If in payment of debt the land passes from efficient farmers to money - 
l( iidera, the moneylenders do not wish to retain it ; they sell it to other farmers in the 
.-jiine village or outside it. 

The farmers selling land find work as tenants so it does not cause them to 
produce less or less efficiently. 

Question 4. — Most of the land owning classes are indebted. 

Question 6. — Twenty-five per cent, of this indebtedness is due to the purchasing o! 
cs.lates or by making estates, and 75 per cent, to extravagance. 

Question 6. — The rates of interest paid by the land-owning classes vary froni 0 per 
' cnt. to 12 per cent, per annum. 

Part D. — Credit facilities in respect of agricultural production and marketing. 

Question 3. — Government, the Imperial Bank of India, joint-stock hanks, etc., do not 
piay any pari m ju’oviding agricultural credit in respect of crop production. 

Thorp is need of a hanlc or bankers who cx)uld lend money at the usual rate' only 
lf)r such time as the loan is not repaid by the cultivator. At the same time the bank 
z^l.ould have protection of some kind by which litigation will be avoided. If this can be 
solved, licensed banks or bankers may he appointed for particular areas with particular 
]K)wers. It will be the duty of the banker to meet the demand in that area. Government 
may make test examinations of the capital of the hanker to see that ho is satisfactorily 
doing this. 


Part E. — Land mortgage hanks. 

Question 2. — Long-period loans are available on the security of irrigated lands. 

The special difficulties cf long-period l)orrowers are that they have no sources of income 
except the produce of the land which is sufficient only for their maintenance, and they are 
unable to pay towards interest and part payment even if any instalment is settled; Mnce 
lenders hesitate as in the end the accumulated interest swells up. 

Question 3. — ^Non-transfenibility in the case of tonaois acts as an impediment to 
long-term credit. Here the value of such lands is greatly decreased and lenders do net 
lend, money at any rp^te on such lands. 

'Question 4. — ^Occupancy right in case of rightful owners is an adequate security for 
long-term credit. 
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Question 6. — ^The establishment of land-mortgage banka would soWe the problem 
of long-term advances in this district. 

Question 6. — ^Heie one bank confining its business to farmers and small land- 
owners and another to the big landowners, in each sub-division, should be organised. 

If, say after a period of ten years, the work increases, then two banks should be 
organised to each sub-division, and there should be connexion, working arrangement or 
other method of co-operation between the two. 

For land mortgage banks the share capital should be obtained from subscribers as 
far as possible; the rest should be made up by Government. The capital should be one 
lakh to start with, with powers to increase it according to the volume of business. 

The management of the bank should be under directors, under votes of shareholders. 

The maximum period of the loans advanced by a land mortgage bank should be 
twelve years. One-third of the market value of the land should be advanced. 

Land-mcrtgage banks should obtain working capital from (i) deposits, (ii) debentures, 
snd (iii; a central institution, 

I.>ebentures should carry a government guarantee for principal. 

If debentures are not taken up by the public within a certain time, the Government 
should take up the balance. 

The debentures should rank as trustee securities. 

The safeguard to Government against loss is to frame rules on which the manager 
should work in consultation with the directors. If the directors overrule them, the 
manager will refer to the sub -divisional officer. If the manager is overruled and loss is 
sustained ho should be made to make good the loss. The manager will have to give 
securit> . 

The following changes of the existing law, and special arrangements in favour of 
land mortgage banks are suggested : — 

(i) Issue of certificates of encumbrances by the registration office should be free for 
first six years of its start, and after six years at a nominal charge. 

(ii) There should be charges of stamp-duty and registration, but court-fees should 
be abolished. 

(lii) When the registration office certificate is received, notification of proposed 
mortgages in a newspaper which has the largest circulation in the district should be 
made twice in a month, to avoid disputes, etc. 

(iv) In case of non-payment the property mortgaged should go to the bank as sold 
without any reference to the courts, 

(y) Defaulting estates coming into the hands of the bank should be sold at once or 
piece-meal according to the convenience of villagers. If these villagers are short of money 
new mortgages should be obtained from them. 

A provincial land mortgage bank should be co-ordinated under an all-India institu- 
tion. The constitution should be like that of a sub -divisional land mortgage 
bank, but the authority for reference, in case rules are overruled by direc- 
tors, sTiould be the District Magistrate. 

Question 7. — ^The calculation of the value of the land should be left to the director- 
ate and the manager. 

Here the prices of land differ according to its quality — irrigated, unirrigated, first 
class, second class, and waste. But irrigated lands of hot climate fetch better value than 
that of colder places, hence the best way of calculation is that given above. 

If the land for sale by government auction for non-payment of revenue is of neces- 
sity to a co-villager, it will obtain better prices; if not, low prices will be obtained. 

The price of land obtained by private negotiation depends on the need of the 
sellers and the purchasers. If the seller is in need, ordinary prices will be obtained. 
If the purchasers ' are anxious to have the land, higher prices will be obtained. 

Ordinary quality land gives a return to a tenant, of Es. 4-8 per cent, per annum of 
which 11 per cent, per annum he gives to the landlord. 

Part G.— Small industries allied to agriculture. 

Question 1.— In my district there are on a small scale email subsidiary industries, 
allied or supplemental to agriculture, t.e., dairy farming, guf-making band-spinning, yega- 
table and fruit-growing. ^ 
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Question 2. — There is field for improvement in growing apples of selected qualities, 
of which qualities only cuttings should be reared at some good garden and sold to likely 
gardeners. For poultry farming also there is room near Ranikhet. 

Question 3. — ^Hand-spinning only can give employment to a farmer during the off 
season when he is not fully occupied in agriculture. 

Working capital can be secured if such enterprises are supported by substantial 
persons. 


Part H. — Small urban industries. 

Question 1. — ^There are few cottage industries. Tamtas at Kharahi, who make copper- 
wares, are financed by the Tarai and Bhabar Co-operative Bank, Haldwani. These wares 
are sold at fairs and there is no necessity for middlemen. 

Question 2. — There are no karkhanas. 

Question 5. — ^It will be a boon if individual artisans or firms can get loans from the 
co-operative banks. 

Question 6. — ^Art wares here have ready sale. 

Part J. — Internal remittance and negotiable instruments. 

Question 1. — There are no facilities available to the public, including banks and 
bankers, for internal remittance. Here banking is very backward. If licensed bankers were 
established the system wil' itself be improved. 

Question 2. — ^No part is played by negotiable instruments in the internal trade of thd 
province. 

Question 3. — Supply bills do not give facility in internal remittance. Formerly 
supply bills were issued by the treasury here on any plains town. Now they are issued 
only on Bombay; when any one has to get them on other towns he has to obtain 
the pcj mission of the Currency Officer, Northern India, Delhi, which is a llaborious 
matter to the traders who are illiterate in English. 

Question 4. — ^In this district even the reduction of duty will not extend the use of 
bills of exchange. 

Question 5 — would approve of the extension, cheapening and improvement of 
post (ffice agency for handling internal remittances, 6.p., collection of bills and cheques, 
issue of travellers’ letters of credit, reduction in money-order charges, ptc. 

Question 6. — Hundis are not current in this district. 

Question 7. — It is possible to borrow money during the process of marketing on 
the security of any kind of instrument of ownership, for instance railway receipts, deposits, 
receipts life policies and mortgage -deeds of immovable property, and there is no difficulty 
in using such instruments in this manner, 

11. — Indioenods banking. 

A, — Organisation of indigenous banking. 

Question 1. — There is only one class of indigenous banker in my district. They 
keep current accounts, receive fixed deposits, lend out money, cash outstation and foreign 
drafts and. cheques, grant cheques on stations where they have agencies, and collect 
bills and hundis from outstations. 

They combine other business with their own, but banking is their principal business. 

Question 2. — On being satisfied with the position of agriculturists they finance them. 
Traders want money on personal security and do not keep trading articles with bankers : 
those oi sound position are financed on personal security. 

Question 3. — The capital of the indigenous banker is one lakh or above, and the 
volume of his business two to three lakhs. His expenses come to Bs. 1,000 to Rs. 2,000 
yearly for outside labour only. The average net return on his capital is 12 per cent, 
per annum. ^ 
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Question 5. — Tbe indigenous banker keeps bis accounts in a journal and ledger in 
vernacular. The amount received is credited to the name of the person from whom receiv- 
ed on the left side, and the amount paid is debited to the name of the person on whose 
account it is paid on the right side of the journal. In the ledger a separate account 
of a separate person is opened; from the journal all the entries of his account are 
posieo. 


71 . — Jlaising of funds hif iudiripnous hanhers. 

Question 1 . — Hnndis are not used by indigenous bankers but drafts and cheques 
are used by them. 

Question 2.— Indigenous bankers keep ready money to meet all the demands made on 
them and ,they are trusted by the public. 

They are self-supporting for their business and some keep cash credits with the 
Imperial Bank of India and the joint-stock banks. 

Question 3. — They receive depcisils in current account and also fixed deposits. In 
'current account ihey do not allow interest. In fixed deposits they allow 6 per cent, for 
two years, per cent, for one year, 3J per cent, for six months. During winter 3 per 
cent, for three months. 


C. — Advances by indigenous hankers. 

Question 1. — Indigenous bankers grant loans on “on demand” and on promissory 
pronotes, and on mortgages of houses, landed property, pawn or pledge of ornaments, 
instrument of ownership, movables and overdrafts in current account only to approved 
customers. 

Borrowers wdio get monthly remuneration mostly repay their loans by instalments; 
traders pay at the end of the sale season or by instalments as sales go on. In case 
of mettgages some years have to be waited before the borrowers are able to find 
purchasers for their houses or landed property, or till they have collected sufficient by 
Carmnffs. 

The rate of interest varies from TJ per cent, to 12 per cent, according to season. 

Question 2. — ^Agriculturists have to pay only 12 per cent, per annum and no other 
charges in money or in kind. It is not possible to improve the organisation of banking 
in such a way as to reduce the present rate of inerest. Such reduction would benefit the 
agricultural community. Village moneylenders cannot stop this benefit if it comes from 
other sources. 

Question 3. — Clients get copies of accounts from bankers. Bankers have no objec- 
tion in case clients wish' to inspect these accounts, 

D . — EiFchange and money market. 

Question 1. — ^There are local exchange and money markets in my district, at Almora 
and Kanikhet. These are linked with Bombay only. 

Question 2i. — There arc no brokers in the exchange and money market. 

Question 3. — Here cheques are purchased from bankers for internal remittance at 
2 am as 9 pie'^ per cent. Cheques are not sold to obtain credit. These rates does not vary. 

Question 4. — ^The local market is not influenced by organisations such as the pan- 
. jhayafc Sarafa of Delhi etc. 

Question 6. — ^The trade of these markets are governed by local usages. Tbe goods are 
supplied by arhatias (commission agents); they collect from buyers by instalments, gay 
Ks. 13, 16 or 26 per diem, according to quantity of goods supplied, 

F. — Co-ordination, 

Question 1. — ^No relations exist locally between indigenous bankers of the same or of 
diflerent classes. 

Outside town other bankers are employed only for collection of outstation and 
foreign cheques, bills and drafts, and for keeping fixed deposits for emergencies. 

Indigenous bankers do not get preferential treatment from the Imperial Bank of 
India and joint-stock banks over other customers, 
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Question 2. — Co-ordination between indigenous bankers and other banks exists in 
iLe cashing of cheques, bills, drafts and government securities. 

Better co-ordination of Ihis kind is desirable by advancing money on mortgages 
and other securities held by them. The establishment of a provincial bankers' association 
is recouiemnded. It should be of such bankers who are certified to be of reliable position 
by Government. 

Question 3, — ^It is costly to collect cheques on indigenous bankers working in mufas- 
sil towns. Where indigenous bankers are unable to collect cheaply cheques on mufassil 
towns, the post office can collect them on their being received from indigenous bankers 
on a commission of annas 4 per cent, or part thereof, the proceeds after collection bemg 
paid to the indigenous bankers from whom the cheque was received. 

O. — Consolidation of indigenous hanks. 

Question 1. — Consolidation is not beneficial to the banking system. 

Question 2. — ^Indigenous banks would secure an increased clientele if they were 
recognise! by Government, on the conditions attaching to existing recognised joint-stock 
banks. 

Question 4. — To some extent money lies idle in the hands of indigenous bankers in 
June to October every year. It is kept in current account at Bombay where 2 per cent, 
interest is got. 

Question 6. — The following methods for the connexion of the indigenous banking 
system with the principal money markets arc suitable : — 

(i' The establishment of a branch of some joint-stock bank in every district where 
at present one does not exist; or 

(ii) the establishment of a local joinlrstock bank with a local directorate in every 
district where at present there is no branch of a joint-stock bank; or 

(lii) the establishment of agencies of joint-stock banks or the Imperial Bank of 
India held by local indigenous bankers. 

The amalgamation of the business of the local indigenous bankers into a joint-stock 
bank is not desirable for purposes of amalgamation of liabilities; but if soundness of 
mdigenou.i bankers is certified by Government authority, one banker should be in close 
touch with two or four others and find out or take funds from the banker where these are 
available or can be utilised for short periods, say three or Four months, on reasonable 
rates or should lodge with thp banker the instrument of ownership — government promissory 
notes, fixed deposit receipts. 

There is no danger that the new joint-stock bank would by competition swallow up 
the indigenous bankers as it will not he able to meet even the cost of management at the 
start. 

The new joint-stock bank might engage the services of faithful indigenous bankers 
as managers. 

Commandit principles will solve the danger that the new joint-stock liank might not 
inspire confidence in the depositing public of the locality. 

If a local branch of a joint-stock bank in a small centre docs not invest its 
deposits in the locality it will be of no help to the public as is being scon with existing 
joint stock banks. It should he the duty of the branch to meet all the need of the 
public first; any surplus may be sent to Irade centres for short periods. 

A joint-stock bank, if prepared to lend on mortgages on long-terms and yearly 
instalments, will attract enough business and will make its establishment profitable. 

A Central Reserve Bank is desirable to create a bond of connexion between all tho 
elements of the banking sytsem. The indigenous bank should first be introduced through 
the district magistrate to the Central Reserve Bank and then it should be linked 
threotly with it. 


III. — Investment habit and attbaotion of capital. 

A, — Encouragement of saving and investment habit. 

Question 2. — The existing means for encouraging the habits of saving and investment 
are current and fixed deposits. A savings bank is required. 

Question 3. — The people of my locality are not in the habit of investing in gold or 
silver, except for ornaments as is customary. 
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Question 4. — Cash certificates of the post office are popular but their popularity can 
be encouraged by giving 6 per cent, interest, and also if they are made transferable like 
Government Promissory notes. 

Question 5. — Post office savings banks afford adequate facilities to the investing 
public, and all classes at present take advantage of the various facilities for investment 
offered by the post office. 

Question 6.— If the bank like may also issue deposit receipt and bills 
the same rates of interest and on the same terms as postal cash certificates and treasury 
bill This will remove the allegation that the rates of interest on postal cash certificates 
and treasury bills are so favourable as to create competition between Government and 
banks in attracting money. 

The market of postal cash certificates and treasury bills is different from that of 
fixed deposits. 

Question 8. — ^The public will not go to bodies like municipalities if they were to 
afford savings bank facilities lest they should attach deposits in realization of different 
taxes. 

Question 9. — At present we obtain government securities from banks in Bombay, 
but the rates which we arc charged do not tally with those published in the Pioneer. 

Postal cash certificates are the best securities for small agriculturists and small 
investors without any extra charge. There is extra cost in dealing with government 
securities as under : — 

In purchasing ... ... Annas 2 per cent, bank’s commission. 

Enfacement of treasury name ... ,, 4. 

llegistration charges ... ,, 5. 

In selling the same ... ,, 4 per cent, bank’s commission. 

Brokerage ... ... Anna 1 per cent. 

Registration charges ... Annas 5 

So it is a loss to purchasers to this extent. 

Question 10. — Securities other than those of Government are rarely dealt with by 
•he various financial agencies. 

Question 11. — ^Money surplus to their nominal expenditure is kept by the various 
classes of tlie people in fixed deposits or savings banks or lent out. 

Question 12. — ^Farmers are always desirous of purchasing additional land from sav- 
ings and by lending money in a prosperous year. 

Sometimes they lend to fellow-agriculturists at the usual rate. 

The amount of capital in the possession of the agricultural population in my district 
cannot be determined. Five per cent, of the people are well-off; 25 per cent, have 
a capital of Es. 600; 40 per cent, are of ordinary class and can boast of having about 
Rs. 25 with them, 30 per cent; are of very poor class and can only maintain themselves 
with hard labour. Now every one is trying to improve hence the capital will grow. 

Question 13. — Owing to several recent losses through joint-stock banks and com- 
panies, the banking and investment habit is of very slow growth as honest workers and 
supervision by Government are wanting. 

It is difficult to suggest any means of educating the people to invest their savings 
in productions undertakings. They should be taught to invest in postal cash certificates, 
savings banks and in indigenous banks. 

C , — Vernacular scripts in hanicing. 

Question 1. — ^English forms should be translated and printed in the manner 
that English forms are printed. 

Question 2;. — Clear Nagri or Persian will serve in the United Provinces. 

D. — Imperial Bank of India. 

Question 1. — ^The result of the opening in recent years of new branches of the 
Imperial Bank is that in current accounts encouragement has been given in respect or 
receiving outstation cheques on their branches at par but there is still hindrance inasmuch 
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as they do not open accounts of those who have less than Ks. 600. In deposits, ontstation 
depositors cannot satisfy the bank by signatures nor oven through joint-stock banka, but 
are obliged to realize personally, incurring heavy charges of going and coming which 
they could have done through indiengons banks on a small charge. 

The promotion of internal trade and industry has been encouraged here in respect? 
of reducing money order commission to some extent in the collection of railway receipts. 


TiATA Tbajcub Da8 Bab. 
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Baja INDRAJIT PRATAP BAHADUR SAHI, M.L.C., of 
Tamkohi, district Gomkhpur. 


Replies to the questionnaire. 


I. — ^Agricultural credit and credit facilities. 

Part A. — Agricultural borrowing for purposes of production. 

Question 1. — The agriculturist of this locality borrows mostly from the moneylenders 
of the village. 

He borrows specially for paying rent to his zamindar and also for marriage, seed 
and sometimes for subsistence. Eight annas of the loan is taken for paying rent and the 
remaining eight annas for marriage, seed and subsistence. 

More than three-fourths of the loan is from the village moneylenders. 

Half of the debt is incurred in cash and half in grain. 

More than half of the debt is incurred for short periods. 

Question 2. — The rate of interest for cash advances is 2 per cent, per mensem 
usually and sometimes 2J per cent. For loans in kmd for seed it is sawai or deorha, IJ 
or IJ. 

Interest is calculated once in a year in the month of Baisakh. 

The rates of interest in my opinion are very exorbitant. 

These moneylenders usually take one per cent, salami at the time of advaiicbig 
a loan. 

Question 3. — The security for borrowing for agricultural purposes is usnally ihe 
knowledge of the moneylender of the debtor's condition. Somelimes they accept land 
as well as security, but the land is given on usufructuary mortgage, the produce of the 
land to be used by the moneylenders, and in -that case no interest is tak^n. 

It is correct to say that the better the title to land the greater the amount of 
indebtedness, but this theory holds good amongst the different classes of lenants aiul 
not the landlords. 

Seventy-five per cent, of the tenants are indebted, but very few of the zawindars. 

The amount of debt secured on land mortgage is decreasing since the new Tenancy 
Act has been passed. It is only 10 per cent, of the unsecured debt. 

Question 4. — ^The payment of debt by the agriculturists is usually made at harvest 

time. 

The moneylenders advance gram at dearer rates but accept repaymcnl at cheaper 
rates than those of the market, there being no custom among the cultivatojs to ascertain 
the prevailing rate of the market on such occasions. 

Question 5. — ^Very few cultivators take advantage of the Agriculturists Jjoans 
Act or of the Land Improvement Act, and therefore they get very little taqavi for seed 
or for building purposes. This is duo simply to their ignorance and slackness. 

During abnormal years of scarcity and famine they usually take taqavi. 

Ajiparently there seems to be no defect in the present taqavi system. 

Question 6. — ^There is no custom among the cultivators to combine in producing 
any particular crop, though it would be a desirable system. 

Question 7. — The present system of agricultural borrowing is of course very de- 
fective, and is specially due to the ignorance of cultivators and to their unthinking way 
of living and looking after their affairs. They are, therefore, for their own domestic 
affairs, in the hands of the few intelligent moneylenders of the village. There can be 
only one remedy, unless the Government deals with the co-operative system with stricter 
rules and better control by its officials. 

Baja Indrajit Pratap Bahadur Sahi. 
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Part B. — Agricultural borrowing for purposes of marketing. 

Question 1. — Marketable crops like linseed, castor and turmeric are sold to hanias- 
at the houses of the tenants, but the principal crops, like wheat, arhar and maize, are 
mostly handed over to the moneylenders who take it to the market at their own conveni- 
ence. A portion of the crops is kept by the tenants themselves for their own domestic 
use. 

Question 2. — There is of course a co-operaUve society in the district, but it does 
not assist in marketing the crops, though it would be good if they did assist. 

Question 3. — The cultivator has to supply the cart or to pay the cart hire in mar- 
keting his crops. The charges are the same for all crops. There are no incidental 
charges. 

Question 4. — The cultivators store their grain in hakhar made of bamboos covered 
with mud, or in earthen kothis, and these are the most economical and the cheapest 
way of storage. 

Question 5 . — ^Very little grain is stored in the market to be used as security for 
obtaining credit, though turmeric, sugar and linseed, etc., are stored and credit is ob- 
tained on them. 

Question 7. — There are no instances of cultivators combining to market particular 
crops, though it would be a desirable system and very useful. 

Part C. — Extent and nature of agricultural indebtedness. 

Question 1. — ^An estimate of the existing indebtedness of the agricultural class ia 
very difficult to ascertain correctly, but, roughly speaking, there would be 76 per cent, 
of the tenants in an average village who are in the habit of taking loans for their domestic 
requirements or for cultivation. 

Registered inortgages are few but unregistered mortgages would be about 10 
per cent. 

In the niral areas there is very little custom of hypothecating houses, ornaments 
and agricultural implements, though an insignificant number of cirop hypothecations may 
be traceable. 

The above estimate is for an average village and any particular village or estate 
cannot be named here. 

Question 2. — The principal creditors of tfie agriculturists are mostly the professional 
uioneylenders or grain dealers. The richer agriculturists, who lend to the poorer are 
aboiiTi 10 per cent. ' i ' 

Question 3. — Land and the rights in land have to a marked degree passed into 
the hands of creditors before the new Tenancy Act became law, but the new Act has 
since affected such transfers to a great extent. The process has decreased sufficiently 
during the past few years 

Question 4. — ^In our area the indebtedness of the landholding class is insignificant,, 
though they are traceable in other places away from this locality in a higher degree. 

Question 5. — The causes of the indebtedness of these classes are living beyond 
means and unnecessary show and wasteful expenditiure at the time of marriages and 
festivals. 

Question 6. — The charges or rates of interest for land-owning classes are easier than 
those borne by the agriculturists, though they have also to pay exorbitant rates, mor^ 
than is charged by recognised banlm. 
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Babu JALPA BUX SAHIB, Rais, Landowner and Sugarcane farmer, 
maoza Pidarwah, tahsil Shahabad, district Hardoi. 


Replies to the questionnaire. 


I. — ^AgBIOULTURAL CREDia’ AND CREDIT FACILITIES. 

Part A. — Agricultural borrowing for purposes of production. 

Question 1. — Agriculturists generally borrow from the village moneylenders, and 
sometimes take taqavi loans also, but very rarely. 

They borrow for the purposs of — 

(i) repayment of earlier debts, 

(ii) marriage and other social functions, 

(iii) famine and other kinds of distress, 

(iv) payment of land revenue and rent, 

(v) seed, 

(vi) litigation — ^very rarely, 

(vii) cattle, 

(viii) sinking of wells — they take taqavi loans, — and 

(ix) subsistence. 

Seventy-five per cent, of the loans incurred for the purposes mentioned above is 
devoted to seed, 15 per cent, to subsistence, and the remaining 10 per cent, to other 
purposes. 

In the years in which they take taqavi loans, the proportion of taqavi to other loans 
is 1 to 4. 

About 76 per cent, of the total debt is taken in grain and 25 per cent, in cash. 

About 75 per cent, is incurred for a period of six months and 26 per cent, for a 

period ranging from one to three years. 

Question 2. — On cash advances the rate of interest ranges from Be. 1 to Its. 3-2-0 
per cent, per mensem. The average rate is Rs. 2 per cent, per mensem. 

On grain distribution the rate of interest is one-half of the principal amount advanced. 

The rates of interest are exorbitant. 

When the loan is advanced, moneylenders very often advance Bs. 90 and count 
Rs. 100 and charge interest on Rs. 100. The case with grain is similar. They give one 
seer less than the rate prevailing at that time. At the time of payment also they take 

grain at the highest rate prevailing during the month in which the crop is ready. 

Question 8. — ^As to the security for debt, the agriculturists who own land generally 
mortgage it, but for small sums they pawn ornaments. 

It is correct to say that the better the title, to land the greater the amount of 
indebtedness. 

The amount of debt secured on land mortgage is increasing. 

Question d.—Fifty per cent, of the creditors have to go to the law courts to enforce 
payment, and 60 per cent, realise their dues directly from the debtors when their crop 
is ready. 

As already mentioned cultivators at the time of borrowing have to take generally 
one seer less than the prevailing rate in the market, and at the time of pajrment they 
have to give at the highest rate during the month when the crop is ready. Over and 
above this the creditors charge sometimes half a seer and one seer per rupee, as the ease 
may be, from the cultivators. This extra sum is called oop. There are markets held 
twice a week in big villages where the cultivators are able to ascertain the prevailing 
rate. 

Babu Jalpa Bux. 
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Question 6. — Cultivators do not take full advantage of the Agriculturists Loans 
Act and the Land Improvement Act. The reasons are given below — 

Firstly, cultivators generally are not aware of the facilities provided by the 
abovementioned Acts. 

Secondly, cultivators have to work out a very slow and dilatory process before 
they can expect to get something. This something again is liable to 

deduction when the patwari of the village, who is called to identify culti- 
vators, and other petty clerks (concerned), hover round them. 

Thirdly, the sum advanced is generally very small. 

Contrary to this, the local moneylenders advance money at once. They charge 

a hiflfh rate of interest, but cultivators prefer this to those troubles which they have to 

undergo in taking taqavi loans from the Government. 

Question 6. — know of some instances where cultivators combine together to 
produce particular crops. They sometimes combine to produce sugarcane crop, but such 
combinations have proved to be a failure. It is possible to combine, but it is not 
desirable. 


<Babu Jaufa Bttx. 



( 392 ) 


Kunwac SAJJAN SINGH, Rais, Goberdhan, district Muttra. 

Replies to the questionnaire. 


I. — Agricultural credit and credit paoilitirs. 

Part A. — Agricultural horromng for purposes of production. 

Question 1. — The agriculturists of Goberdhan mostly borrow from the co-operative- 
society, village Bohras, and the Government. 

They borrow for the following purposes, fhe proportion of debts being as given 


opposite each : — 

(i) repayment of present debts 

... 6 per-cent. 

(ii) payment of interest 

4 

ditto. 

(iii) marriage and other social functions 

... 14 

ditto. 

(iv) famine and other kinds of distress 

9 

ditto. 

(v) payment of rent 

9 

ditto. 

(vi) seed 

... 22 

ditto. 

(vii) expenses of cultivation, e.g.f wages of labourers 

4 

ditto. 

(viii) agricultural implements 

4 

ditto. 

(ix) litigation 

1 

ditto. 

(x) purchase of plough and other cattle 

4 

ditto. 

(xi) sinking of wells 

1 

ditto. 

(xii) subsistence 

... 22 

ditto 

The debt is divided as follows : — 

Government 

... 11 

per cent. 

Co-operative bank 

... 52 

ditto. 

From Bohras 

... 37 

ditto. 

The total debt incurred is — 

In gram 

... 80 

per cent. 

In cash 

... 20 

ditto. 

For long period 

5 

ditto. 

For short period 

... 95 

ditto. 

Question 2. — The rate of interest is : — 

For cash advances is 

... 40 per cent, 

per annum. 

For loans for seeds 

... 60 

ditto. 

For other loans 

... 40 

ditto. 


These rates are calculated six-monthly, and are exorbitant. 

There are no other incidental charges. 

Question 3. — For borrowing for agricultural purposes •securities of the following^ 
kinds are given : — 

(i) land mortgage, (ii) standing crops, (iii) house property, (iv) ornaments, and 
(v) implements. 

Debt secured on land mortgage is increasing. 

The proportion between secured and unsecured debt is as follows ; — 

Secured ... ... ... ... ... 25 per cent. 

Unsecured ... ... ... ... ... 75 ditto. 

Question 4. — The usual methods of enforcing payment of debt is by pressure 
of the village panchayat and court. 

At the time of repayment of grain 1 seer per rupee is to be paid more than the 
market rate. Similarly, at the time of borrowing } seer per rupee is to be taken less 
than the market rate, t.e., 2 annas per rupee less. 

Question 6. — ^The cultivator does not take full advantage of the facilities provided 
bv the Agriculturists Loans Act and the Land Improvement Act owing to the strictness 
of rules. 

Kunwar Aajjan Singh. 
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Question 7. — The defects in the present system of agricultural borrowing are ; — 

(a) High rale of interest. 

(b) Loans not being available in time. 

(c) Some additional payment at the time of repayment. 

(d) Payment of more grain in weight. 

The causes of these defects are (a) lack of facilities of borrowing and (6) insufficiency 
of security; and their remedy, co-operative societies and agricultural banks. 

Part B, — Agricultural borrowing for ^purposes of marketing. 

Question 1. — The crops of the district are brought to market. The agriculturists 
bring them themselves. The agriculturists’ Bohras sell them. Sales are made by meanr 
of exchange in the village. 

Question 2. — The money obtained to finance the marketing of crops is borrowed 
from arhatias. 

There is the Muttra Co-operative Bank in this district, but it gives no assistance. 

It should give especial assistance. 

Question -1. — The cultivator pays the following in the case if marketing his crop — 

(i) the local moneylender ... ... ... 12 percent. 

(ii) the commission agent ... ... ... 10 ditto. 

(hi) the broker ... ... ... ... 2 ditto. 

There are other incidental charges apart from the waste of time, viz.^ rent for 
keeping goods, interest. 

Question 4. — The cultivators of this district store grain in kothas or kothis or 
khatis according to the old custom. This should be improved. 

Tn the, Kosi market grain is stored by arhatias. The system is defective as the grain 
becomes vvorm -eaten. If new methods of prevention from worms nro used and the’ 
buildings of kothas are of improved type there would be much facility. 

Question, 5.- -drain stored in the markets in khattis or kothas is used as security. 

Question 6. — The system of licensed warehouses in the United States of America 
can be worked well here. 

There would be much need of Government assistance in the matter. 

Question 7. — The cultivators here do not combine together to market crops. But^ 
such combination w'ould benefit them in several ways and is possible. 

Part C. — Extent and nature of agricultural indebtedness . 

Question 4. — Ninety per cent, of the landholders of this district are in debt. 

Question 5. — The causes of their indebtedness are — 

(i) Lack of other business. 

(ii) Non-realization of rent in time. 

(iii) The practice of enforced realization by the creditors of the agriculturists. 

(iv) Unrestricted expenses. 

(v) Litigation charges. 

(vi) Payment of revenue. 

The estimate of indebtedness due to different causes is — 

(i) Household expenses ... ... ... 60 per cent. 

(ii) Litigation charges ... ... ... 26 ditto. 

(iii) Payment of revenue and water-rates ... ... 25 ditto. 

Question 6 . — Zamindars have to pay 12 annas per cent, as interest. 

Part J. — Internal remittance and negotiable instruments. 

Question 1. — The following facilities are available for internal remittance i — (1)' 
hundis, (2) cheques, (3) currency notes through the post (insured), (4) money orders. 

The defects in the present system can be remedied by reducing commission on^ 
cheques and money orders and insurance fees. 

Kunwab Sajjan Singh. 
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Question 4. — The use of bills exchange could be extended by a reduction of duty 
■and slackening the restriction regarding the comparison of signatures, etc. 

Question 6. — I approve of the extension of post office agency for handing internal 
remittances by reduction ins money order charges. 

Question 6. — In my district darshani hundis^ muddati hundis, cheques and hand- 
notes are current. 

Hundis are held by merchants and arhatias or banks. They do not pass freely 
from hand to hand. 

They are discounted in the district and are sent elsewhere also. 

Question 7. — It is possible to borrow money on railway receipts and invoices. 
After attestation by the manager of a karkhana and deputing one’s own agent, money 
can be borrowed on the security of the railway receipt. Difficulty is experienced when 
there is a dishonest motive on one side. In these circumstances railways should afford 
eome facilities in the railway receipt. 

II. — ^Indigenous banking. 

A, — Organisation of indigenous hanking. 

Question 1. — Generally indigenous bankers are of three classes : — 

(i) Mahajan. 

(ii) KothiwaL 

(iii) Sarraf. 

(i) Mahajan. — These people lend cash, grain, and cattle and carry on transactions 
in villages. They charge higher rates of interest when payment is made in the shape 
of grain. This business works well at places and does not work at others. 

(ii) KothiwaL — They carry on transactions with some mahajans on ordinary inter- 
est. The business is working well. 

(lii) Sarraf. — They carry on transactions with mahajans on low interest. The 
■business is working well. 

Indigenous bankers combine other business with their own, but their principal 
business is money transactions and the rest subsidiary. 


Kunwab Sajjan Sinob. 
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Chaudhri AHMAD ULLAH KHAN Sahib, Honorary Magistrate, 

Sahawar, district Etah. 

Replies to the questionnaire. 


I. — Agricultural credit and credit facilities. 


Part A. — Agricultural borrowing for purposes of production. 


Question 1. — The agriculturists generally borrow from village moneylenders and 
-co-operative societies in our area. In famine time they also take taqavi loans from the 
Government. 


They generally borrow for the purposes noted below in the proportion mentioned 
against each — 


Percentage. 


(i) Repayment of earlier debts ... ... ... 15 

(ii) Payment of accumulated interest ... ... ... 3 

(iii) Marriage and other social functions ... ... ... 5 

(iv) Famine and other kinds of distress ... ... ... 5 

(v) Payment of land revenue or rent ... ... ... 10 

(vi) Seed ... ... ... ... ... 10 

(vii) Manure ... ... ... ... ... 1 

(viii) Expenses of cultivation, e.p., wages of labourers ... ... 8 

(ix) Agricultural implements ... ... ... ... 1 

(x) Litigation ... ... ... ... ... *2 

(xi) Purchase of plough or other cattle ... ... ... 20 

(xii) Sinking of wells ... ... ... ... 5 

(xiii) Subsistence ... ... ... , ... ... 15 


Total ... 100 


The. debt is divided between the village moneylenders and the co-operative societies 
lialf and half. Government advances 10 per cent., but by only in famine time. 

Three-fourths of the total debt is incurred in cash and one-fourth in grain. 

One-fourth of the loan is incurred for short periods, and three-fourths for long 
periods. ' 

Question 2. — The rate of interest for cash advances charged by co-operative societies 
is 15 per cent., and that mahajans 24 per cent. Sometimes mahajans charge interest at 
the rate of 87J per cent, and 75 per cent., sawai and dedhra are charged for loans in 
kind. 

The co-operative societies charge simple interest and the village mahajans six^-monthly 
compound interest. 

In my opinion the rates of interest are exorbitant. 

Question 8 . — The co-operative societies advance loans on personal security and 
mahajans on land mortgage, house property and ornaments. 

It is correct to say that the better the title to land the greater the amount of 
indebtedness. 

The landlords are five times more indebted than the tenants. 

The amount of debt secured on land mortgage is increasing. Out of the total debt 
“25 per cent, is unsecured and 75 per cent, secured. 

<Jhaxjdhei Ahmad Ullah Khan. 
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Question 4. — Payment of debts from agriculturists is enforced by court decrees. 

There is a ditference of one seer per rupee in borrowing from and repaying to« 
mahajcins. The cullivators generally come to the market and ascertain the rates them* 
selves. 

Question 5. — The cultivator does not take full advantage of the facilities provided 
by the. Agriculturists Loans Act and the Land Improvement Act because the pa^wari who 
recommends the taqavi for seed and cattle is a troublesome factor in the way. 

CultivatoEB do not take taqavi in ordinary years, but in famine time they borro^\ 
up to the extent of half their yearly income. 

A panchayat should be elected in the village to recommend a taqavi loan to a 
person, but the panchayat should consist of a representative of each caste of agricultur'sl . 

Question 6. — The cultivators combine together to produce sugarcane. 

Question 7. — As Ihe mahajans charge. high interest, co-operative societies should ho 
started in each village. 

part B. — Agricultural borrowing for purposes of marketing. 

Question 1. — The principal crops of our area are brought to the market by the 
local moneyloi^ders (hanias) or the wholesale gram merchant '(heopari). 

The methods of marketing vary according as the crop is one mainly used and for 
domestic consumption, or one mainly sold in the market. 

Question 2. — ^The money to finance the marketing of crops is obtained from grain 
merchants. They first settle the rate and then lend the money. 

There are good many co-operative societies m our area but they do not assist in 
the marketing of crops; they should do so. 

Question 3. — The cultivators ordinarily pay six pies a rupee to the wholesale grain 
merchant in the case of marketing his crop. The charges vary with different crops, and 
they are much higher in the cn-?f of sugarcane. Sometime the sugarcane crops are pur- 
chased before the proper time nr three-fourths of the value of the crop. 

Question 4. — The cultunior can hardly save to store his gram. Co-operative stores 
for grain should be started. 

The grain is stored in the market in godowns. There is no defect in my opinion 
in the system of storage. 

Question 5. — The gram is stored m the market up to the e.Ktent of four or five 
thousands maunds, but it is not used as security for obtaining credit in my area. 

Question 6. — T do not think jthat a system of licensed warehouses could be worked 
in India. 

Question 7. — Cultivators combine together to market sugarfaiie. 

Part D. — Credit faciftties in respect of agricultural production and marketing. 

Question 1. — The Government gives taqavi loans and loans in kind through the 
agricultural farms. The co-operative banks advance loans to the farmers for every 
purpose of cultivation. The professional moneylenders also help the cultivators by 
lending money in cash and giving the seed in kind. The Agriculture department also 
supplies agricultural implements. 

The existing credit facilities for crop production are. not adequate. Co-operative 
societies and co-operative seed godowns should be started in every village. 

There, are no defects in the existing system. 

Question 2. — Only moneylenders purchase the crops of the agriculturists before 
tht' proper time at cheaper rates. 

TOe existing credit facilities for marketing are not adequate. The co-operative 
societies should help. 

The defect in the existing system is the high rate of interest. Co-operative 

societies should be started. 

Question 6. — Bs. 200 are sufficient for a cultivator having one plough and two bul- 
locks and cultivating 25 bighas. 


Obaudhbi Ahmad Ullah Khan. 
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Thakur NARENDBA SINGH Sahib, Honorary Magistrate, 
Tikathar, district Etah. 


Replies to the questionnaire. 


i , — Agricultural credit and credit facilities. 

Part A, — Agricultural borrowing for purposes of production. 

Question 1. — Borrowing by agriculturists in general is done Irom the village luoney- 
ienders. . 

They borrow for almost all the purposes mentioned in the questionnaire. Whichever 
purpose presses hard the agriculturist attends to, with no consideration for future agri- 
cultural demands that reasonably occur all at once. 

As a common practice, a particular farmer borrows from one man only. Another 
man hesitates to give loans, he being a particular man’s debtor. 

Of the total debt incurred during the six months from Jeth to Kartik and from 
Aghan to Baisakh^ corn and cash go approximately half and half, according to the capability 
of the sahukar. 

The corn produced by the farmer goes almost all to the sahukar in payment both for 
the cash and the corn borrowed. Accounts are settled six monthly. The balance due is 
brought forward to the next half of the year. 

Question 2. — ^The general rate of interest among the village sahukan is one pice for 
a rupee per month for cash advances. 

For loans in kind for seed, etc., to be paid, corn for corn, IJ maund is recovered 
for one maund for the six months of the credit. 

For loans in kind the rate of interest is the same as for cash advances. 

The rate of interest is calculated on the sum shown in the books of the sahukar 
during Kartik and Baisakh months. 

Taking into consideration the scarcity of money which the lenders have for lending 
purposes, the rates of interest are not exorbitant. 

There are no incidental charges so long as litigation is not entered upon. 

Question 3. — security of whatsoever kind is required when money is advanced. 
The integrity of the debtor is considered sufficient security. 

It is correct to say that the better the title to land the greater the amount of 
indebtedness. 

The amount of debt secured on land mortgage is increasing. Unsecured debt or debt 
otherwise secured is decreasing. 

Question 4. — ^The agriculturist, in view of further borrowing, is himself inclined 
to pay his debts for the sake of keeping the good will of the lender. 

There is no difference between the rate at which the cultivator borrows grain or 
repays it and the prevailing rate. The cultivator is particular to find out the market rate 
before borrowing from or paying his creditor. 

Question 6. — The cultivator does not take full advantage of the facilities provided by 
Agriculturists Loans Act and the Land Improvement Act, because he cannot. He does not 
understand well his future career. In short, he cannot do without a village sahukar. 

He is less inclined to borrow taqavi in abnormal years. He does that when his 
sahukar is rendered helpless. 

Question 6. — So far I have come across no instance where cultivators have combined 
together to produce particular crops. 

Question 7. — ^The present system of agricultural borrowing is quite all right if the 
cultivator is sufficiently intelligent. 

Teasub Nabendba Singh. 
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Part D, — Credit facilities in respect of agricultural production and marketing. 

Question 1.— -The professional moneylenders and grain merchants do whatever they 
can to help the agriculturists to better production, more for the sake of realising their 
debts from them. In these times, they have even to run into debt themselves so that they 
can help the agriculturists to the best advantage and convenience, ‘ 

Question 2. — ^The system of agricultural credit is all right. The position of tho 
hania is unsafe. 


Thakub 


NAB]£Nl>ttA filmOB* 
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Rai Bahadur Seth CHIRANJI LAL BAGLA, Rais and Honorary 

Magistrate, Hathras. 


Replies to the questionnaire » 


II. — Indigenous banking. 

,4. — Organisation of indigenous hankhig. 

Question 1. — The classes of indigenous bankers and banks in this district are — 

(1) Small limited banks, (2) Village moneylenders called Bohras, (3) Traders, otherwise 
called shrolTs. 

Small limited hanks receive deposits and grant loans on interest to agriculturists, 
traders industrialists against mortgage of gold or silver or immovable property. They 
also deal in hiindis. 

Boliras grant loans to small agriculturists and others at a high rate of interest 
against mortgage of gold or silver or immovable property or standing crops or the prospects 
of one. 

Traders. — Receive deposits and grant loans to agriculturists, traders and others 
at a reasonable rate of interest against mortgage of gold or silver or immovable 
property. They also deal lin hundis and exchange business. 

In the case of (1) and (3) their principal business is moneylending, making 
advances against merchandise, and receiving deposits at moderate rates of interest. They 
also deal on .their own account in grain, cotton, ghee and such other commodities. In 
the case of (2) they only do moneylending business at high rates of interest. 

Question 2. — ^Thc Bohras and traders as also some small banks finance agriculture 
and trade both. But they do not finance industry unless they find them worlang in a 
satisfactory condition and on a sound basis. Their methods are : — 

(1) by granting loans against mortgage of gold or silver or immovable property, 

(2) on the credit and prestige of the debtor to a limited extent, 

(3) on the security of a reliable person of the debtor’s locality, 

(4) on the security of shares or any government or bank papers in the debtor’s 

possession. 

Question 4, — There are Marwari firms as also other firms who have their branches 
in important trade centres doing business of the kind mentioned in the question. 

Question 6. — ^The traders keep their accounts regularly on the hahikhata system. 
There are three books called (1) Cash, (2) Ledger, (3) Journal. 

B. — Raising of funds by indigenous bankers. 

Question 1. — The following forms of hundis and credit instruments are used by the* 
indigenous bankers : — 

<a) Hundis — 

(1) Hundis on demand payable to order or bearer. 

(2) Usance bills on stamped paper for generally two months. 

(6) Other credit instruments — 

(1) Ruqqa (D. P. Notes) 

(2) Bhjaj^ hadla, an instrument drawn on 2 annas stamped paper on the con- 

dition that the amount mentioned there* n is to be paid after a certaim 
period at a specified rate of interest. (Not prevalent in U. P.) 

(3) Khata peta chit, overdraft account. 

(4) Mai peta, cash credits against goods. 

Rai Bahaduh Seth Chiranji Lal Bagla. 
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These hundis and credit mstrumeula are used in the proportion demand hundis to 
usance bills, 90:10; other credit instruments, 5 i^er cent, iinqga, 45 per cent. Biyaj 
badlat and 60 per cent. Mai Beta. 

Samples of each kind are enclosed iierewith* 

Question 2. — ^Indigenous bankers provide themselves with fujids : — 

(1) by accepting deposits from the general public, 

(2) by discounting their bills with banks, 

(3) by importing funds in government currency notes from outside centres. 

They get advances from banks : — 

(1) by demand notes, 

(2) by discountmg their bills, 

(3) against pledge of goods. 

The indigenous bankers get these advances from the Imperial Bank of India 
and other joint»stock banks to the extent of 50 per cent. 

The system has the following defects ; — 

(1) The rate of interest charged is very high. 

(2) The ci\Jit afforded is very small m comparison wntJi the uiidciiakings of «,n 

indigenous banker. 

(3) Eelaxation about the formalities in the working system. 

(1) The Imperial Bank of India allows no interest on current accounts, whereas 
the rate of mierest allowed on deposits is also very low. 

Question 3. — The deposits are accepted against receipts granted for the amount 
in which a mention of tlie. rate of interest is made. Those receipts, although payable 
at any time after execution, may be running for any indefinite period. The rate of interest 
varies between 3 to 6 per cent, per annum according to the status of the depositor; again 
it varies according to the different seasons of the year. 

C. — Advances hy indigenous bankers. 

Question 1. — The indigenous bankers allow cash credits or grant loans (1) against 
gold or silver, (2) against goods, ‘(3) against immovable property, (4) against ruqqast (5) 
against usance bills, (6) against khata peta. 

These arc seasonal accounts to be fixed at the end of the season and the rate 
of interest charged is between 6 and 12 per cent, per annum. In the case of goods 25 per 
cent, margm is maintained. In the case of gold ornaments the margin varies between 
10 to 40 per cent, according to the nature of the ornament. 

The security in the case, of a loan is generally the demand promissory note unless 
such advance is collaterally secured in some other way such as by deeds or pledge of goods, 
whereas in the case of cash credits the advances are made against merchandise and 
in the case of mortgages they may be against gold or immovable property. 

The rate of interest varies between 6 and 12 per cent, per annum. 

Question 2. — The rate of interest the agriculturist has to pay to the vdlag® meSkey- 
lender varies from 2 per cent, to 3 per cent, per mensem, whereas the other incidental 

charges which he has to pay from the time of harvesting till the time the goods are 

sold m the market come to 18 per cent. 

The higher rale of interest may be prevented by increasing the number of co- 
operative societies and extending their field so as to come in closer touch with the cul- 

tivators. Another Iway to improve .these things is to pass legisls^tion prevenjting 
moneylenders from charging rates of interest beyond certain figures or such other 
legislative actions. 

Such, reduction in the rate will be beneficial to the agriculturists only if the inter- 
mediate village moneylenders are excluded by bringing the co-operative societies in closer 
contact directly with the agriculturists. 

Question 3. — The general custom is that at the Dewali time when the annual 
accounts are made up by a banker and he has his balance sheet ready he informs his 
clients either verbally or by sending them advices in writing of the position of his account 
with him. A client is not, however, prevented from finding out his position with the 
banker by refusing him a perusal of his account. 

D, — Exchange and money market. 

There is no exchange or money market in this district. The brokers generally 
transact h\ndis and usance bills for the buyer and seller by going to their places and 

*Not printed. 

Bai Bahaditr Seth Chibanji Laij Bagla. 
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fixing the rates etc. which they charge according to the demand for funds. In the local 
market such rates are generally guided by the Imperial Bank of India rate as an indication 
of the demand for money. 

III. — Investment habit and attraction of capital. 

A, — Encouragement of saving and investment habit. 

Question 1. — ^The existing banking resources are — 

(1) The Imperial Bank of India, (2) the Allahabad Bank, Limited, (3) co-operative 
banks, (i) Indian houses of private bankers, and (5) post office savings banks. These are 
adequate. 

Question 2.--The number of banking houses in the principal trade centres is suffi- 
cient for the requirements of the public but needs extension outside them, as full facilities 
are not provided to the village folk to invest their savings. 

Question 3. — ^The people invest both in gold and in silver to the extent of 20 to 26 
per cent, of their annual savings. 

Question 4. — Except among those who are public officials postal cash certificates are 
not popular. . 

The following suggestions are made to make them popular : — 

(1) The rate of interest slioiild be revised. It should not be Lss than 6 per rent, 
simple interest to attract people to deposit their savings in postal cash certificates, as 
otherwise they will deposit them with Indian houses of private bankers. Neither should 
the rate be too frequently changing as it has been during the last five years. It had 
better be fixed. 

(2) Interest should be paid for any period that the holder of a postal cash certificate 
has been in possession thereof, and not forfeited as is done now if a certificate is cashed 
within a year of the date of its issue. 

(3) The certificates had better be called three years* post office cash certificates. 

(4) A person should be allowed to purchase the cash certificate in his own name to 
the extent of Bs. 50,000 face value. 

(5) Hours of business at the post office for purchase or sale of cash certificates 
should be from 9 a.rn. to 4 p.m. to suit the convenience of public officials as under the 
existing system this class of people has to attend office during the very hours that are 
meant for the purchase and sale of cash certificates. 

Post office savings banks do not afford adequate facilities to the investing public. 

Question 5 , — The following suggestions are made : — 

(1) All sub and branch post offices, whether situated in a town or village, should be 
allowed to c^onduct saviilgs bank business for the convenience of village folk. 

(2) l^ate of interest should be raised, say from 3 to 4 per cent. 

(3) Hours of business should be as suggested above. 

(4) A depositor should be allowed to deposit up to a maximum of Bs. 6,000 in a 
year as against Bs. 750 allowed at present. 

(5) Withdrawals should be permitted thrice a week. 

Public officials are the only class that take advantage of the various facilities for 
investment offered by the post office. 

To attract other classes steps are suggested as under 4 and 5 as also the appointment 
or deputation of postal officials to lecture to the masses on occasions of big fairs cr 
exhibitions on the advantages of saving and deposit at the nearest post office. 

Question 7 , — ^The issue of gold cash certificates will greatly encourage the habit of 
saving and all the more of investment in gold cash certificates. 

Question 9.— The three institutions that undertake purchase or sale of government 
securities do so on the following scale : — 

(a) Post office, free of any charge. 

(6) The Imperial Bank makes a eharge of four annas for every one hundred rupees 
worth of security purchased or sold. 

(o) Other banks^ charge according to their own convenience and interest. 

(d) The securities purchased should be accepted at their cost value at the time 
of purchase, plus interest, in payment of government revenue, income-tax, other Govern- 
ment dues, as also in acceptance of the security of a person in lieu of c^ah deposited by 

Bahadur Swm Chiranji Lal Bagla. 
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Question 10. — ^Thero is no difference in the facilities for the purchase or sale 
of government and other securities. 

Question 11. — ^Traders invest their surplus in one kind of business or other. Public 
oflBicials deposit the same in banks. Small agriculturists pay off their debt with the surplus, 
if any, incurred during years of bad rains or crops. 

All classes of people invest a certain percentage, of the surplus in ornaments or 
acquiring some kind of immovable property, or spend it on marriages or funeral ceremonies. 

Question 12. — ^Farmers rarely have a truly called prosperous year. In a year like 
that they pay off their debts inciurcd during rainless years or years of bad crops, or 
purchase of cattle, se<‘d, manure, etc., also a certain percentage is invested in gold or 
.silver, or spent on ceremonies such as marriages or funerals. Barely do they lend the 
surplus to fellow agriculturists ; if they do so at all. they do it at a very high rate rf 
interest against security of either gold or silver ornaments, or a good standing crop, or 
the prospect of one. 

No definite information can be given regarding the amount of capital in the pos- 
session of the agr-cultural population. Tliere is of course a marked decrease in the 
number of cattle possessed by agriculturists of la-te. 

Question 13. — The banking and investment habit is of slow growth, but has been 
gradually increasing. 

This is due to the ignorance of the public as to the general advantages of banking. 

The public will be prepared to invest their savings in productive undertakings such 
as water- works electricity Iramways, agricultural farms, dairic.s, etc., provided such 
concerns are hacked and guaranteed by the Government. 

B . — Cheque habit. 

Question 1. — The cheque habit is growing in India. [' 

Question 2. — ^The abolition of stamp duty on cheques has led to an increa.se in Iho 
use of cheques and the opening of more accounts. 

Question 3. — ^Traders, well-to-do people, high government officials, and district and 
municipal boards generally use cheques at present. 

Question 4. — ^The system of paying government servants and bank employees by 
cheques, if introduced, will only add to the difliculties of low paid otfieials. The experi- 
ment may be tried in the case of the officials of the cadre of the provincial service and 
above. 

If cheque accounts are opened at post offices they will generally induce the public 
to have their accounts there. A low rate of interest, if allowed, without any restrictions 
as to amount or its operations, will give further impetus for opening such accounts at 
post offices. 

Question 5 — To begin with, the system of using cheques had better be confined to 
the educated classes only. 

C . — Vernacular scripts in hanking. 

Question 1. — ^Vernacular scripts should be introduced in banks. 

Question 2. — ^No hard-and-fast rule can be laid down regarding the use of vernacular 
script. It should be left to the discretion of the person concerned. 

D, — Imperial Bank of India. 

Question 1 . — ^The result of the opening in recent years of new branches of tlie 
Imperial Bank of India has been a marked increase in the investment habit. * 

It has facilitated internal trade but not the industries. 

It has been having a very bad effect, — a deteriorating effect, — upon the indigenous 
banking system. 

There has been an increase in the facilities for agricultural credit, but not to the 
advantage of the agriculturists. 

There has been no reduction in the general price of money; on the contrary, owing 
to all funds being in the Bank, the borrower has to pay a high rato of interest whi(jh ig 
not sometimes justified, even under existing trade conditions, 

BAn.;DUi:i StiTp C|11 ii\kji Lal PAQhA, 
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Ral Bahadur Babu CHOTGY LAL, O.B.E., of Moradabad. 


Replies to the questionnaire. 


‘ I. — Agricultural credit and credit facilities. 

Part A, — Agricultural borrowing for purposes of production. 

Question 1. — The agriculturists of this district mainly borrow from the money- 
lenders, commonly called in this district sahus^ as well as from village moneylenders. 
Some of the zamindars also make advances to their tenants in case of pressing needs. 
There are a large number of co-operative societies in the district, but so far they are 
not so popular as they ought to have been and agriculturists do not frequently go 
to these societies unless and until they begin to realize their advantages over the private 
moneylenders. 

Agriculturists generally borrow for the purposes enumerated in the questionnaire, 
but hardly borrow for purposes of sinking wells and building tanks. 

Question 2. — The rate of interest varies in different cases. 

(i) For cash advances to agriculturists, the usual rate is of Rs. 12 to 24 per cent. 

per annum with compound interest at six-monthly rests. There is another 
system of cash advances in this district which is known as the instalment 
system (hist). In this case the practice is that at the outset the money- 
lender in his account puts down twelve rupees to the account of the debtor, 
whereas he advances only ten rupees. This is paid back by the debtor 
to his creditor in twelve months at the rate of one rupee per month. 

In case of failure he has further to pay one anna per month on every 

instalment that he fails to pay. 

(ii) For loans in kind for seed, if the corn is advanced for seeding purposes, the 

agriculturist debtor has to pay at least li times of the advance loan in 
kind at the next harvest. 

The usual method of calculating interest is the ordinary way of calculating the 
simple interest, and in the case of cash loans compound interest at half-yearly rests. 

In my opinion any interest over 12 per cent, per annum should be considered ex- 
orbitant. 

There are some incidental charges in the case of cash loans, such as cost of stamp 

paper and writing the same; in the case of the instalment system, the moneylender takes 

five annas for every advance of Rs. 10 as discount which is divided between himself and 
his servants, called munims (clerks), and sipahis (chaprasis). 

Question 3. — The securities for cash loans generally are land mortgages, standing 
crops, house property and ornaments, but no such securities are required for loans on the 
instalment system (kist) which are given on the personal circumstances and trust of 
the debtors. 

It is not quite correct to say that the better the title to land the greater the 
amount of indebtedness. Generally, a person does not go to the extent of borrowing and 
encumbering his property unless he is hard pressed by adverse circumstances, but cases are 
not infrequent where people on account of their own mismanagement or extravagance 
resort to borrowing. It is very difficult to say whether the landholders borrow more 
than the occupancy tenants or the latter more than the tenants. In fact, after the 
passing of the new Agra Tenancy Act tenants-at-will have disappeared. 

I do not think the amount of debt secured on land mortgage is increasing. The 
amount of secured debt is greater than that of unsecured debt. 

Question 4. — The usual method of enforcing the payment of debt from agriculturists 
is a mortgage decree and sale of the property, or a simple money decree fojlo’^e^ ly 
attachment and sale of the property of the judgment-debtoir, * . < / 

Pai Bai^adup pABU CifoyEY 
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The village cultivator knows perfectly well the rate at which the grain is sold 
in the village or in the market at the time of borrowing and repayment. The difference 
in the village rates and market rates is hardly more than half a seer per rupee.. 

Question 5. — The agriculturists take full advantage of the taqavi system but do not 
take full advantage of the provisions of the Land Improvement Act for building ta,nks 
and sinking wells. But of late a few zamindars have started farms on modern lines 
and they have taken advantage of the facilities provided by the Land Improvement Act. 

In my opinion the only defect in the taqavi system is that the cultivator does not 
got the full amount of the taqavi on account of some pilfering that takes place at the 
time of distribution. This defect can certainly be avoided if the officer in charge does not 
allow the patwari and such other subordinate servants to meddle with the distribution. 

Question 6. — I am not aware of any combination between the cultivators with a 
view to produce some particular crops, and I think that until a sense of co-operation 
develops amongst the agriculturists they would not care to combine for such a purpose. 

Question 7. — The chief defect in the system of agriculturists’ borrowing is that 
unscrupulous moneylenders charge exorbitant rales of interest from the villagers, e.j;., 
in the case of cash loans and in the ca'^e of the instalment system which has been des- 
cribed above. The causes for these defects are obvious. The agriculturist’s economic 
condition is not? very sound; he is always in need of money for agricultural purposes as 
well as for his domestic needs. In failing to gft money from l\is zamindar or iaqaii 
from the Government which is not always available, he is forced to borrow at a higher 
rate of interest. The only remedy I can, in this respect, suggest is that co-operative 
banks should be established within easy reach of every agriculturist, and lending on 
exorbitant rates of interest should be penalized. 

Part B. — Agricultural borrowing for purposes of marheting. 

Question 1. — The principal crops in this district are brought to market by means 
of bullock carts. 

Question 2. — ^The marketing of crops is done mostly by grain merchants and ex- 
porting firms W'ho purchase grain from agricultuiists. There are also commission agents 
called arhatias through whom the village importers sell their grain. 

In this district co-operative banks do not assist in the marketing of the grain, 
but if they do so it will be certainly an improvement in the present system. 

Question 3. — ^Here there is no custom of marketing the grain on behalf of tlie 
cultivator. All classes of dealers purchase from the cultivator and in their turn they 
sell the grain themselves or have it sold. 

Question 4. — ^There are very few cases of big cultivators who can afford to store 
their grain and sell it at a favourable time. Generally, they briug grain to the nearest 
grain market and sell it to the dealers there. 

Taking into consideration the present system of communications, especially the 
kachcha roads, bullock carts and scanty means at the disposal of a cultivator, it does not 
seem feasible that he may be able to store his grain for a few months and then export 
it at a favourable price. It may be possible for the co-operative banks to do it for him 
and charge a reasonable rate of interest. 

In this district as well as in sxirrounding districts a lot of speculation goes on on 
stored grain. At times dealers and other speculators get large advances on the security 
of stored grain, and, as there is no organised system of business, at times they find 
themselves absolutely ruined. 

Question 5. — All kind of dealers and speculators who store grain can obtain credit 
from bankers and moneylenders to the extent of 75 per cent, of the value of the grain 
stored, at a reasonable interest of Rs. 7-8-0 to 9 per cent, per annum. 

Question 6 .— The American warehouse system will undoubtedly be an improve- 
ment in the modem system of storing. But no definite opinion can be offered unless 
some practical experience of the system in India is gained. Without the assistance and 
control of the Government the warehouse system, like any other organised system cannot 
be expected to w'ork well. \ 

Bahadur Babu Chotey Lal^ 
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Part E, — Land mortgage hanks. 

Question S — I have gone through the note on the land mortgage bank system, 
and I am of opinion that the establishment of such a bank in India would prove a boon 
both to landlords and big tenants who will find it easy to repay their loans by easy 
instalments spreading over a long number of years. 

Under the existing system of borrowing, whether from private moneylenders cr 
banks, a landlord or occupancy tenant whose income is equal to or just over his expendi- 
ture, finds it difficult to repay the principal with interest within twelve years, and in 
case of failure his whole hypothecated property is sold for the repayment of the debt. 

The establishment of land mortgage banks would afford greater facilities to bor- 
rowers in clearing off their debts than they enjoy at present. 

Question 6 . — ^In my opinion one land mortgage bank would do both for the zamin- 
dar and the tenant. 

There should be a Government guaranteed bank and the capital should be raised 
in India by means of shares of small value. 

The share capital should be offered to the public. 

If the full capital is not subscribed by the public in India, the Government should 
provide the balance. 

The bank should be managed by a directorate consisting of the representatives of 
the shareholders and such other directors which the Government nominate, provided the 
majority of the directors shall be the representatives of the shareholders. 

In my opinion the maximum period of the loan should be thirty years, and the 
value of the mortgage should be at least double the amount of loan. 

Land mortgage banks should be a provincial concern and it is not necessary to 
co-ordinate them with an all-India central institution. 

Part H, — Small urban industries. 

Question 1, — Moradabad is famous for its brass-ware industry and it has gained 

sufficient popularity in the Wembley Exhibition. There arc thousands of people in the 

town, both male and female, young and old, who contribute to the making of Moradabad 
ware. The artisans are mostly poor people who mostly work on the piece-work system 
or get advances from moneylenders or merchants who deal in brass-ware. Those artisans 
who take large advances from merchants have to sell their goods only to such merchants 
to whom they are indebted, and pay up their loans by means of deduction in their sale 
prices. 

Generally these artisans purchase their owm raw material from local merchants, 
but in many cases factory owners or brass- ware merchants supply them with bras'^^ 
sheets and other metals instead of advancing money and pay them only for the work 
done. 

In the case of the Moradabad brass- ware trade, it is only the middleman or the 

big dealer who profits and enjoys in lieu of advances made by them to the artisans. 

Question 3. — In Moradabad there are hundreds of karkhanast both big and small, 
where artisans and labourers are employed in large numbers. There are very few kar- 
khanadars who can be termed solvent. A large number of these are indebted to middle- 
men or brass-ware merchants to whom they supply the manufacture of their factories. 
Besides these karkhanas there are hundreds of houses where both men and women earn 
tlicir living from some sort of work in connection with the Moradabad brass-ware work. 

The only way to save them from exploitation is to establish industrial co-operative 
banks with an emporium attached to it which should take articles from the manufacturers 
and export them to markets in India as well as outs’de India. 

Question 5. — ^The co-operative banks suggested above should advance loans to kar- 
khanadars as well as to artisans who can furnish sufficient security for the money 
advanced. 


n.— I ndigenous banking. 

A, — Organisation of indigenous hanking. 

Question 1. — There are two classes of indigenous bankers in this district : those 
who lend money on the instalment system (called ktJt), and those who lend money on 
mortgages, on simple money bonds and on pro-notes. 
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tliese bankers do not generally combine any other business with their own; tJieir 
ouly source of profit is interest and compound interest. 

Question 2. — These indigenous bankers also finance agriculturists and traders. 
Their methods are that they advance money to any one whether he be a trader, an 
artisan, an agriculturist or a zamindar, if they can obtain good interest ,and they find 
Biifficient security from which they can realize their principal with mterest. Before 
the inception of the joint-stock banks and the Imperial Bank, the indigenous bankers 
had the monopoly. They financed products and trade and discounted htmdis and afforded 
all necessaiy facilities to traders taking risks, as they do now, which the joint-stock 
banks would not take. 

Question 3. — The average net return of big moneylenders for cash loans is approxi- 
mately 8 per cent, per annum, and of petty and village moneylenders, who generally 
charge liigner rates oi inierost and carry on their work themselves and hardly employ 
any staff, is approximately 15 per cent, per annum. 

Similarly, the average return of those big moneylenders who give loans in 
small suras on the instalment system (kist) is 18 per cent, per annum, and of those 
petty moneylenders, who generally do their business without keeping an office, is 
approximately 21 per cent, per annum. 

Question i. — There arc hardly any financial houses existing in the province who 
deal solely in the provision of credit facilities by purchase and sale of hundis and 
other bills of exchange, etc. The reason for their absence is, in my opinion, not far 
to seek. The establishment of joint-stock companies, the Imperial Bank of India 
and co-operative societies, etc., are generally responsible for the absence of such 
houses. These houses could not cither command such large capital or stand the com- 
petition of the joint-stock banks and co-operative s<^cieties who affo d greafer facilities 
and much safer security to their clients. 

Question 5. — Indigenous bankers keep bahi hliata accounts mosily in sarraji. Tliis 
system, as far as accounting goes, is quite perfect, but an unscrupulous moneylender 
can easily defraud an ignorant debtor by keeping a double set of accounts, one set 
meant for court and income-tax office and the other for private use. Some cases of 
this kind have, X believe, come to light in courts of law. 


flAl BAHAhtfB BabU CfiOTir iiAt« 
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Lala NARAIN DAS Sahib, Rais and Honorary Magistrate, Srina^ai^, 

district Garhwal. 


Replies to the questionnaire. 

I. — ^Agricultural credit and credit facilities. 

Part A. — Agricultural borrowing for purposes of production. 

Question 1. — There are only villago moneylenders in our district who advance 
loans to the agriculturists. 

The purposes for which agriculturists borrow and tho proportion of debt dis- 


tributed among such purposes are given below — 

(i) Repayment of earlier debts ... ... 25 per cent, 

(li) Payment of accumulated interest ... ... 3 », 

(lii) Marriage and other social functions ... ... 5 ,, 

(iv) Famine and other kinds of distress ... ... 20 ,, 

(v) Payment of land revenue or rent ... ... 5 „ 

(vi) Seed ... ... ... • ... ... 8 „ 

(vii) Expenses of cultivation ... ... ... 6 „ 

(viii) Agricultural implements ... ... ... 3 n 

(ix) Purchase of plough or other cattle ... ... 8 ,, 

(x) Other agricultural improvem-o^ts ... ... 10 ^ 

(xi) Subsistence ... ... ... ... 8 


Of the total dob,t 60 per cent, is incurred in cash and 40 per cent, in grain* 

Of the total debt 60 per cent, is incurred for short and 40 per cent, for long periods. 

Question 2. — ^For advances in cash the rate of interest is 12 per cent, ordinarily. 
For loans in kind for seed, it is 25 per cent. For other loans in kind, it is 12 per 
cent. 

Simple interest is taken. 

The rates of interest are exorbitant. 

Borrowers have also sometimes to work in the fields or do some other work ^or 
the lenders. 

Question 3. — Tho usual security is land mortgage, house property and ornaments. 

It is true that the better the title to land the greater the amount of indebtedness, 
but ill our district there are very few occupancy .tenants and tenants-at-will. 

The amount of debt secured on land mortgage is increasing. 

Question 4. — The usual method of enforcing payment of debt from agriculturists 
is by filing suits in courts. 

There is much difference between the rate at which ,tho cultivator borrow^s grain 
nr repays it and the prevailing rate. There is practically no means by which tho culti- 
vator can ascei-tain truly and correctly what tho prevailing rate in the market is from 
time to time. 

Question 5. — ^Agriculturists are ignorant of the Agriculturists Loans Act and iho 
Land Improvement Act and further they are afraid of borrowing money accordiug to 
these Acts. 

Question 6 — I do not know of any instances where cultivators combine together 
to produce particular crops, but such combination is desirable. 

Question 7. — There aro defects in the present system of agricultural borrowing. 
Ignorant agriculturists arc charged highly. They do not know for what to borrow and 
in what proportions. There must be some co-operative societies and other institutions 
of tho kind. 


IiALA Nabaih Das. 
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Lala MANOHAB LAL Sahib, Rais and Honorary Magistrate, 
Srinagar, district Garhwal. 


Replies to the questionnaire. 


I. — Ageioultural obbdit and credit facilities. 


Part A, — Agricultural horrowing for purposes of production. 


Question 1. — The agriculturist in this area borrows money from village money- 
lenders. 

The purposes for which he borrows and the proportion of the debt distributed 
among such purposes are given below — 

(i) Repayment of earlier debts 

(ii) Payment of accumulated interest 

(iii) Marriage and other social functions 

(iv) Famine and other kinds of distress 

(v) Payment of land revenue or rent 
'(vi) Seed 

(viij Expenses of cultivation 
(viii) Agricultural implements 

(ix) Purchase of plough or other cattle 

(x) Other agricultural implements 

(xi) Litigation 


8 per cent. 
3 „ 


8 

10 

5 

3 

le 

8 


Of the total debt 30 per cent, is incurred in cash and 70 per cent, in grain, while 50 
per cent, is for short and 60 per cent, for long periods. 

Question 2. — ^The rate of interest for cash advances is 12 per cent, per annum in 
ordinary cases; for loans in kind for seed, 25 per cent, in the form of grain (same 
sort of grain as the seed), and for other loans in kind, 12 per cent, per annum. 

Simple interest is calculated. 

The rates of interest are not exorbitant. 

Question 3. — In ordinary cases no security is taken or given, but for sufficiently 
big sums of money the security is land mortgage or house property. 

It is correct to say that the better the title to land the greater the amount of 
indebtedness. But in this area there are very few occupancy tenants and practically no 
tenants-at-will. 

The amount of debt on land mortgage is increasing. 

Question 4, — Payment of debt from agriculturists is enforced by (i) private visits 
and (ii) by courts of law. 

There is no difference between the rate at which the cultivator borrows or repays 
grain and the prevailing rate. There are means available by which the prevailing rate 
can be ascertained, viz., (i) by i)rivate enquiry from merchants, nnd (ii) rates fixed by 
Government. 

Question 6. — The cultivator does not take full advantage of the facilities provided 
by the Agriculturists Loans Act and the Land Improvement Act because^ — 

(i> The places where taqavi is distributed are few and far between, and the means 
of communication being very troublesome and expensive the farmers have to pay heavily 
first. 

(ii) They have to bear hardships when ,the money is taken back. 

(iii) Generally the period for which the taqavi is given is insufficient. 

Question 6. — I know of no instances where cultivators combine together to produce 
particular crops. It is neither possible nor desirable in this area. 

Question 7. — ^The system of agricultural borrowing prevalent in this district is good 
enough and requires no improvement. 

Lala Manohar Lal. 
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Part B. -^Agricultural borrowing for purposes of marketing. 

Question Iw^Farmers themselves bring the crops to the markets and traders go to 
villages and purchase the grain. 

Question 2. — Grain merchants are the only available cjass here from whom money 
is obtained to finance the marketing of crops. 

There is one co-operative society, but only in name, and with little use. It should 
help the people of this area. 

Question 8 . — The cultivator directly deals with the purchaser without paying him 
anything. 

Question 4, — The cultivator stores his grain either in a store house made of mud 
and stone or in wooden kothars made for the purpose. 


tiAXA MaNOHAB tiAL. 
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Kuar DWARKA SINGH Sahib, of Bargawan, district Sitapur. 


Replies to the questionnaire. 

I. — Agricultural credit and credit facilities. 

Part A. — Agricultural borrowing for purposes of production. 

Question 1. — The agriculturist borrows from Ihe Government, agriculturists, zamin- 
dars and from village moneylenders in my area. 

The purposes for which he borrows arc shown below : — 

(i) Litigation. 

(ij) Expenses of cultivation. 

(lii) Payment of accumulated interest. 

(iv) Payment of land revenue or rent. 

(v) Repayment of eailier debts. 

(vi) Marriage and other social functions. 

(vii) Purchase of plough or other cattle. 

(viii) Subsistence. 

(ixi) Seed. 

(x) Famine and other kinds of distress. 

The extent of the debt due to each object is as in the order given ab(ive. 

Almost all the debt, excluding seed, is meurred m cash. Nearly all the debt, 
excepting for seed and rent, is incurred for more than six months. 

Question 2. — ^The rate of interest for cash advances is 2 per cent, per mensem 
generally. 

For loans in kind for seed, it is 3 per cent, per mensem generally. 

For other loans in kind, 2 per cent, per mensem generally. 

Interest is calculated at simple interest, monthly instalment system, e.g.y Rs. 7-12 
payable in ten months, Re. 1 per month; Rs. U-12 payable m 12 months, Re. 1 per 
month. The third method is Re. 1-4 for Re. 1 in seed. 

The rales of interest are exorbitant, and particularly ruinous in the case of seed. 

Question 3. — The security is generally pro-noles and documents. In some cases 
land mortgage, standing crop, house property, and ornaments aro placed in security. 

Nearly 75 per cent, of the landlords are indebted, and the same ratio holds good 
in thd case of tenants also. 

Question 4. — The payment of debt from agriculturists is enforced by demand and 
by the coui'ts. 

Generally there is no difference in the rate at which the cultivator borrows grain 
or repays it and the prevailing rate. 

Question 6. — The cultivator does not take full advantage of tlie facilities provided 
by the Agriculturists Loans Act and the Land Improvement Act. The rc.ison is that 
taqavi is always insufficient and below the wants of the applicant. 

The cultivator borrows taqavi in abnormal years only; in ordinary years no such 
arrangement is generally made by the Government. 

Taqavi is solely under the control of the executive officers only. The agriculturists 
and the zamindars have no hand in it. The money distributed is always insufficient and 
below the wants of the applicants. Sufficient money should be allotted for taqavi, and 
it should be distributed individually and not in groups. The zamindars and the 
agriculturists should be consulted before making arrangements for the distribution of 
taqavi. 

Question 7.-“The defects in the present system of ngricullural borrowing aro variable- 
ness of rates of interest, and uncertainty of getting loans from individual lenders. These 
are duo to the overwhelming majority of the borrowers compared with the number of 
lenders, 

Kuab Dwabka Sikoh. 
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Pari B, — 'Agricultural borrowing for purposes of marketing ^ 

Question 1. — The cultivators carry their crops to the market, or the dealers pu^ 
chase them in the villages where produced and carry them to the markets. The producers 
of the crops mainly used for domestic consumption generally have to carry them to the 
village shops and markets. Those mainly sold in the market are generally purchased by 
the dealers where produced and carried to the wholesale dealers. In some cases the 
producers directly carry them to the wholesale dealers. 

Question 2. — Money to finance the marketing of crops is obtained from moneylenders 
generally at the same rate of interest as in ordinary loans. 

Tlier IS no co-operative society in my area. 

Question 3. — (i) In Sitapur district there is no arhat or dalali system. There arc 
taiilas only, who take (1) y/iart, 9 annas per cart, (2) miscellaneous, 4 annas per cart, 
(3) batta, 6 annas per hundred, (4J katavati^ 3 pies per rupee, 1 seer per maund of grain 
and 2 seers per maund of gur^ (6) dona, seers per cart, and (6) palledari, 2J seers per 
cart. 

(ii) The arhatia takes ^hari about 1 seer per cart, kahari, J seer per cart, and pallC’ 
dan seers per cart in Sliahjahanpur district. 

(iii) The dalal takes 8 annas per cart from the seller in Slmhjahanpur city. 

(iv) The heopari takes 1 chattak per maund of grain and 4 chattaks per pari, of gnr. 

Incidental charges are goshalla^ 1 anna 6 pies per cart, and mahabirt seers 

per cart in Sliahjahanpur. In Sitapur goshalia and 'inahahir 3 annas per cart. 

Question 4. — In my district the cultivator generally stores his grain in khattis and 
koihas. The country method is quite suitable. 

In Sitapur market the grain is s.ured in private godowns. It seems quite all 

right. 

Pari C. — Extent and nature of agricultural indebtedness. 

Question 1. — Nearly 75 per cent, of the agriculturists of Sitapui: district are 
indebted. 

In Sitapur district debt secured on unregistered land mortgages is almost m7, on 
registered mortgages about 2J per cent., on houses about 6 per cent., on ornaments 10 
per cent., on crops and on the assets generally it is about 62 per cent. 

Question 2. — The principal creditors of the agriculturisis are Government, agricul- 
turists, banks, zamindars and professional moneylenders. 

The richer agriculturist lends to the poorer to the extent of 10 per cent, of the 
total debt. 

The amount due to the Government is about 5 per cent., to the agriculturist 10 per 
cent., to the bank 10 per cent., to the zamindars 25 per cent., and to the professional 
moneylenders 60 per cent. 

Question 3. — As the result of the enforced payment of debt, land and the rights in 
land are passing in a marked degree from the possession of people who are efficient 
farmers into the hands of creditors who are not themselves efficient farmers. 

Question 4. — About 75 per cent, of the land-owning classes of Oudh are indebted. 

Question 5. — ^Unemployment to the other useful pursuits of life, failure of crops, 
mismanagement, extravagance and litigation, etc., are the special causes for indebtedness. 

The debt incurred for the first is about 50 per cent., for the second 25 per cent., for 
the third 10 per cent., for the fourth 5 per cent., for the fifth 4 per cent., and for other 
Causes is about 6 per cent, in the whole of Oudh. 

Question 6. — On mortgage debts of large sums a lower interest is charged. Money- 
lenders often deduct one or two (rupees?) and sometimes even more as tipavan in 
granting a loan. 


Kuar Dwabea SiMait. 
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rhakur MAHESHWAR BAKSH SINGH Sahib, Kavyatirtha, Zamin- 
dar and Honorary Magistrate, Bartal Estate, district Sitapur. 


Replies to the questionnaire. 


I. — ^AgRICULTUBAL credit and CBEDIT FACILITIES. 

Part A. — Agricultural borrowing for purposes of production. 

Question 1. — The agriculturist borrows from the village moneylenders. 

He borrows chiefly for the following purposes, viz . — 

(i) Repayment of earlier debts. 

(ip Payment of accumulated interest. 

(.ii) Marriage and other social functions. 

(iv) Famine and other kinds of distress. 

(v) Seed, and 

(vi) Subsistence. 

He borrows oc(?asionally for — 

(p Payment of land revenue or rent. 

(ii) Expenses of cultivation, and 

(iii) Litigation. 

In our locality or rather the whole district, loansw arc never taken from the co- 
operative societies. The village monoyleudor plays a prominent part in lending money. 

It cannot be stated in exact figures but most of the debt is incurred in grain. 

The period for which the loan is incurred rests totally on the circumstances. 

Question 2. — For cash advances the rate of interest ranges from 24 per cent, per 
annum to 40 per cent. 

Loans in kind for seed and other loans in kind are also governed by the same 
percentage. 

Interest is calculated monthly with compound interest after every six months. 

The rates of interest are certainly exorbitant, but there is no help. 

Discount is charged for giving loans and its amount changes with local conditions. 
In our area 2} seers of wheat are charged for every rupee advanced as credit, excluding 
•nterest, at the coming harvest. 

Question 3. — The kind of security usually given is land mortgage, standing crops, 
house property, ornaments and agricultural implements, but the registration of such 
securities is never effected for the sake of facility. 

The amount of debt secured on land mortgage is increasing because the tendency 
of the debtor is growing dishonest. 

Question 4. — To enforce payment of debt from agriculturists, the aid and influence 
of the landlord and neighbours are sought. In case of failure recourse is had to 
the civil courts. 

The creditor lends grain at a rate higher by about a pound for a rupee and 
accepts repayment at a rate lower by tlie same quantity than the current market rate. 
Usually the tenant does not bother about the loss he incurs through such bargain 
because he cannot help himself. The rural bazars determine the rates and are within 
the reach and knowledge of the cultivator. The wish of the creditor always prevails. 

Question 6.— The cultivator seldom takes advantage of the facilities provided by 
the Agriculturists Loans Act and the Land Improvement Act for want of education and 
culture. 

He borrows twice or thrice as much tagavi in abnormal years as he borrows in 
normal years. 

There are many defects in the present taqavi system. Taqavi should be distributed 
in kind invariably and never in cash (because the cultivator spends it otherwise), and 
it should be managed by the department of Agriculture and never by the Revenue depart- 

ThAKUB MaHESEWAB BaeSH SlNQH. 
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raent, because this will facilitate llio process ^nd improve the seed. Strict and timely 
supervision is indispensable at such time, and the services of the hi{;?her officials, such as 
the District Magistrate and sub-divisional officer, should be exclusively spared for the 
time being and they should be asked to take a keen interest in this matter and be 
always alive to grievances, if any. 

Question 0. — Cultivators do combine together in producing sugarcane. Such com- 
bination should be encouraged. 

Question 7. — There are many defects in the present system of agricultural borrowing. 
The system must be standardized and regulations framed assisted by the penal law. 
The cause of defect is the need of the poor cultivators and they have to tolerate such 
high-handedness. TJie intervention of the Government is essential. 

Purt P. — Agticnlhiral borrowing for imrfoses of marketing. 

Question J. — The cultivator.s themselves bring the crops to market. The minor 
grain mei chants who keep horses, camels and carts also bring the grain to market. (It 
18 their profession.) 

The methods of marketing vary according as the crop is one mainly used for 
domestic consumption, or one mainly sold in the market. 

Question 2. — Money is obtained to finance the marketing of crops from banks, 
grain merchants, and sometimes from the exporting firms. They lend money on various 
terms. The interest charged by these agencies is comparatively low. 

There is a co-oporative society in my district, but it assists rarely. In our tahsil 
there is none. 

Question 3 The local moneylenders take the grain from the cultivator at lower 

rates by about a pound or two. 

The commission agent has usually no direct concern with the cultivator, as he is 
only prominent where the dealings are done on a large scale. 

The same is the case with the broker as with the commission agent. 

The wholesale grain merchant does not generally purchase grain from the cultivators 
directly but from minor grain merchants (see para. 1). 

These charges vary with different crops. 

Different markets maintain different charges ranging from one to 2 pice. The 
cultivator has nothing to do with such things as he sells his grain at village bazars. 

Question 4. — The major number of cultivators have nothing to store as all tlieir 
produce is exhausted within two months, and the rest keep and store the grain at their 
houses. No practicable method of storing grain can be suggested on account of the 
extreme poverty of cultivators. 

In the village markets grain is not stored. 

Question 6. — The system of licensed warehouses could be worked but not now as 
the bulk of Indian cultivators are far too illiterate. 

Government assistance is indispensable in the matter and it could only render 
the system of licensed warehouses workable. 

Question 7. — Cultivators never combine together to market particular crops, but 
it is highly desirable though it is possible only in a slight degree at present. Innovations 
receive no favourable response in India. 

Part C . — Extent and nature of agricultural indebtedness. 

Question 1. — ^Almost all the cultivators and landlords are indebted and the degree 
of indebtedness varies with the circumstances. 

No correct estimate of such indebtedness can be made but it can be safely said 
that the debt of each individual exceeds his annual income, and in the case of tenants 
insolvency is observed in many instances. 

Land mortgages are not very common, though now they are on the increase. The 
number of regieterea mortgages is exceeding that of unregistered ones. 

About 90 per cent, of the tenants and landlords are indebted ip our district^ 

Mahes^waa Ba 5S» Smap, 
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Question 2. — ^Indigenous bankers, professional moneylenders, and grain dealers are 
prominent in these areas as the principal creditors of the agriculturists. The people have 
dealings with the co-operative societies on a very small scale. 

The poorer cultivator generally borrows from the richer. 

Professional moneylenders lend most of the money. It is difficult to form a correct 
estimate of the debt due to each class of creditor. 

Question 3. — ^As the result of the enforced payment of debt, land and the rights 
in land are passing in slight degrees in our area from the possession of people who are 
efficient farmers into the hands of creditors who are not themselves efficient farmers. 

This causes the cultivator io produce less, or less efficiently. 

Question 4. — Ninety per cent, of the landlords are indebted in this district. 

Question 5. — The special causes for their indebtedness are want of proper educa- 
tion and extravagance. These are the chief causes. 

Question 6. — The land-owning classes have not to pay any special charges or rates 
of interest in reapect of their borrowings. 

Part E. — Land mortgage bayiks. 

Question 1. — The loans for long periods obtained by landlords extend to one-fourth 
of the aggregate value of property mortgaged. 

The extent to which tenants borrow for long periods depends upon circumstances 
because tenants do not usually take long-term loans. 

Question 2. — Long-period advances are available on mortgage-deeds. 

Long-period borrowers do not manage io secure loans easily on low interest and 
Irokers interfere with the business. 

Question 6. — The establishment of land mortgage banks will solve the problem of 
long-term advances in this province. 

Question 6. — ^There should be two such banks : one for the farmers and small land- 
owners and the other for big land-owners. 

There should be working arrangements and proper co-operation between the two. 

'i'here should be Government guarantee in lieu of share capital of the banks and 
the amount may depend on the circumstances. 

The share capital should be available for subscription to any class who can spare 
money for long periods. 

If the share capital is not taken up by the public, the ^Government should under- 
take the obligation of subscribing the balance. 

The maximum period of the loans advanced by a land mortgage bank may vary 
according to the needs of the situation. 

Land mortgage banks should obtain working capital from (i) deposits, (ii) deben- 
tures and (iii) from a central institution. 

Debentures should carry a Government guarantee either for principal or interest, 
or both. 

If debentures are not taken up by the public within a certain time, the public may 
be given another chance. 

Government should safeguard itself from loss by direct control. 

The issue of certificates of encumbrances by the registration offices should be free 
in the beginning till the banks become a success. 

Stamp duty, registration charges and court-fees should be abolished or reduced. 

Proposed mortgages should be notified. 

The process of foreclosure and sale in the event of non-payment should be simplified. 

Power should be given to manage defaulting estates. 

Land mortgage banks should be subjected to tlie control of an all-India central 
institution. 

Question 7. — select committee consisting of the members belonging to the local 
areas affected should be empowered to determine the value of the land. 

In my district the value of land per acre differs according to the crops grown on 
it. 

,Tpakub Mahesbwab Baksh Singh. 
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The factors affecting such value are the proximity of the land to a prominent place 
such as a town or city, and the linancial condition of the populace. 

As land obtained in sale by Government auction for non-payment of revenue or 
by sale on a court decree are compulsory, it lowers the price. 

In the case of laud obtained by private negotiation the seller has the option and 
hence the price goes higher. 

Part G. — Small industries allied to aijnculture. 

Question 1. — In our area there is nothing which could bo termed as dairy farming, 
but some persons keep one or two cows individually and produce ght in very small quan- 
tities. The cows are generally of no good or unmixed breed. Gar-making is carried on 
fairly well. No sufficient quantity of cotton is grown to carry on this industry. Sericultujo 
is a dream in these areas. Tanning is noi done on a large scale but the cobblers do it 
to meet their ends individually. No sugar-refining is done here. Hand-spinning had become 
obsolete and is being revived only nominally. No poultry farming. Growth and manu- 
facture of tobacco is not done on an extensive scale. Vegetables are grown. There is 
no othei fruit than the mango. Nlo\\er growing is quite an unheard-of thing. No other 
subsidiary industry is carried on except in so far as it is required for the domestic use 
of the maker and owner. 

Question 2. — Encouragement by the Government is essential and co-operation bet- 
ween the workers can improve the condition of such industries. 

Question 3. — The industries noted above can be of great help by giving employment 
to a farmer during the off-season when he is not fully occupied in agriculture. Specifies - 
tion of such industries can he belter determined by the circumstances of particular 
localities. 

The capital for such enterprises could be raised through loans on low interest and 
donations by the Government and the zamindars. 

Part H, — Small urban industries. 

Question 1. — Truly speaking, there are no small urban induslries in this area. The 
people of these areas only make such things as are required for their domestic use. 

Question 3. — The producers of new materials should manufacture the finished goods 
themselves. They should be assisted by the local bodies, created fur the purpose, for 
securing a ready market for their goods. 

Question 4. — There are no co-operative artisans’ societies. Co-operative organisa- 
tion will improve the situation when the cottage industries spring up. 

Question 5 . — An industrial hank will he a necessity when cottage industries spring 
up. It should be a joint-stock bank. 

Individual artisans and firms must be assisted by such hanks. 

Question 6 , — Sales’ associations, d4p6ts or emporia can be of much help and useful- 
ness in advertising and marketing art wares. They should have a constitutional nature 
and be financed and managed by a provincial central institution. 

ITT. — ^Investment habit and attraction op capital. 

A, —Encouragement of savings and investment habit. 

Question 2. — The existing means for encouraging the habits of saving and invest- 
ment are postal saving banks. They provide full facilities to the public for the investment 
of their savings. 

Postal saving banks require extension. 

Question 3. — Poverty reigns and, with exception of few, no one can spare a portion 
of his income to invest in gold or silver. Extravagance does not allow even the rich 
to invest in gold or silver. 

Question 4. — ^Postal cash certificates are not very popular in rnv district. 

The following steps may he taken to encourage their popularity : — 

(i) revision of the rate of interest, 

(ii) change of t^e existing terms of issue. 

Question 6. — Post office savings bauks afford adequate facilities to the investing 

public. 

TpAkub Mahesqwab Ba^sh S^ngh, 
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Persons who have service as their profession take advantage of the various facilities 
for investment offered by the post office. 

An increase in the rate of interest would attract those classes that do not resort 
to this type of investment. 

Question 7. — ^The issue of gold cash certificates will accelerate the saving invest- 
ment habit by 80 per cent. 

Question 8. — ^It would promote the savings habil, if bodies like municipalities were 
to afford savings banks facilities. The boards concerned would control the management. 

Question 11. — ^People in my district invest their surplus money in giving loans to 
those w’ho possess sufficient property as security for repayment. 

They also use it on private expenditure such as marriages and other social functions, 
but mostly for enlarging their property. 

Question 1‘2. — Farmers invest their surplus funds m prosperous years in the purchase 
of ornaments, animals, and other requisites, and for betterment of their houses which 
are made of mud and require repairing every season. 

They lend money on high interest to fellow-agriculturists but more often without 
mortgage. 

Question 13. — T agree with the view’ that in India the banking and investment 
habit is of very slow growth. This is due to the ixiverty and extravagance of the jpeople. 

IVopaganda by (.lovornment will lead to people investing Iheir savings in productive 
undertakings. 

C, — Vernacular scripts in hanking. 

Question 1.— -Vernacular scripts will facilitate the use of banks by the masses. 

Question 2.— The present script, used by indigenous bankers and merchants is 
very deflficient and its introduction into the banks will admit of many discrepancies. I 
would strongly recommend Nagri script, whic.h is more advantageous because of its 
phonetic character and it could he learnt within a very short time. 

I ). — Imperial Bank of India. 

The Imperial Bank of India has extended its service a great deal, but its utility has 
not received wide circulation. It is quite certain that this bank will achieve the ends 
mentionod in the questionnaire in the long run and wu31 be of more use to the people. 


CP^ot B^sx 
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Thakiu SRI PAL SINGH Sahib, Zamindar of Jai^awan, fathali 
Mlsiikh, distrlot Sltapnr. 


Replies to the qnestionnMre. 


I. — Agrioultubal credit and credit facilitibs. 


Part A, — Agricultural borrowing for purposes of production. 


Question 1. — The agriculturists generally borrow from the village money lenderSp 
who are sometimes zamindars of the place, and Government (taqavi). 

The purposes for which he borrows and the distribution of the debt atioh 

purposes are given below ; — 


(i) Bepayment of earlier debts (in rare cases) ... ... 6 per cent,, 

(ii) Marriage and other social functions ... ... 10 

(ill) Famine and other kinds of distress ... ... 10 

(iv) Payment of land revenue or rent ... .10 

(v) Seed ... ... ... ... 8 

(yi) Litigation ... ... i*.’. 8 

(vii) I'urchase of plough or other cattle ... ... ... 8 

(vii:) Subsistence ... ... ... ... 40 

Seventy -five per cent, of the debt is due to village moneylenders who arc not 
zawindars of the place. Of the rest, 20 per cent, is due to village moneylenders who 
are the zamindars of the place, and 5 per cent, to Government {taqavi). 

Of the total debt BO per cent, is incurred in cash and 20 per cent, in grain. 
Eighty per cent, is incurred for long periods and 20 per cent., which is generally 
for grain, for short periods. 


Question 2. — Interest for cash advances varies from 1 per cent, per mensem to 
Bs. 3-2-0 per cent, per mensem. 

Interest for loans in kind for seed and for other loans in kind is generally 60 per 
cent, for six months. 

There are no methods of calculating the rates of interest, but it depends upott 
the necessity of the borrower. 

The rates of interest are exorbitant very often. 

Commission, or tipawan as it is called, is charged at the rate of 1 or 2 per cent. 

Question 3. — Generally there is no security in borrowing for agricultural purposes, 
but in rare cases ornaments are pledged. 

It is correct to say that the better the title to land the greater the amount of 
indebtedness. The comparative indebtedness is as follows : — 

Petty landlords. 1,5 per cent. 

Middle Hass InndMrds, 25 per cent. 

Big landlords, 40 per cent. 

OiTupancy tenants, 12 per cent. 

Sialutory tenants. 8 per cent. 

Pebt secured on 'and mortgage is increasing. Debt on land mortgage exceeds 
debt without any security. 


Ouesfiort 4 — Payment of debt from agriculturists is enforced by a suit in court. 

Tlicrc is a difTcrcnco between the rate at which the cultivator borrows grain or 
repays it and the prevailing rate. Generally the cultivators know the prevailing rate. 

Question 5. — ^Tbe cultivator does not take full advantage of the facilities pro- 
vided by the Agriciilturistg Loans Act and the Land Improvement Act, but he borrows 
tatfnpi \^llcn it is distributed for seed and cattle. 

He does pot tn^e advantage of these facilities because he knows nothing of them. 
Tr^rcr Sbi Pal Sinob. 
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Generally no taqavi is distributed in normal years. 

Defects do exist in the present taqavi system. The taqavi should be distributed 
by a separate taqavi officer who should be of the grade of a deputy collector, and who 
should be empowered to enquire into complaints, and to punish the intermediate persons 
if they are found to have accepted something for securing taqavi. 

Question 6. — Sometimes the cultivators combine to irrigate standing crops. They 
combine in sugarcane-pressing. Combination is desirable for production of certain crops, 
but it does not appear practicable. 

Question 7. — ^The cultivator has to depend on village moneylenders who usually 
charge high rates of interest. The cultivators have to depend on moneylenders, as 
there is no other agency for advancing loans. Co-operative credit societies, if established 
in villages, can remove this defect to a great extent. 

Part B. — Agricultural borrowing for purrposes of marketing. 

Question 2. — Money to finance the marketing of crops is obtained from grain 
merchants and exporting firms. The money is lent on the condition that the produce 
of the crops will be sold to them alone. 

Question 3. — The charges which the cultivator ordinarily pays in the case (»f 
marketing his crop are as noted against each item : — 

(i) The local moneylender (hania) charges the interest on the money he lends. 

(ii) The commission agent (arhatia) takes Ee. ^ per cent, and one seer of 

grain per cart. 

(iii) The broker (dalal) gets Bs. 7-1-6 per cent, from the grain merchant and 2 
annas per cart from the person who takes his cart to the market. 

(iv) The wholesale grain merchant (heopari) gets 1 seer on each cart. 

I think these charges do not vary with different crops. 

There are incidental charges for religious and charitable institutions. 

Question 4. — Cultivators keep the grain in their houses, sometimes especially 
meant for storing grain. No improvement is necessary as the quantity is very small. 

Question 5. — The grain stored in the market is used as security only in towns 
and in rare cases. 

Question 6. — I think the system of licensed warehouses can work very well in 
India. There will be need of Government assistance in the matter. 

Part C. — Extent and nature of agricultural indebtedness. 

Question 1. — Eighty per cent, of the tenants are indebted and their debts may be 
divided into the following sub-heads : — 

(1) Pro-notes and bonds ... 50 per cent. 

(2) Security of ornaments ... 26 ,, 

(3) Security of crops ... 26 ,, 

Question 2. — Co-operative societies, professional moneylenders and grain dealers 
are the principal creditors of the agriculturists. 

The richer agriculturist lends often to the poorer to the extent that the loan can be 
easily paid up. 

An estimate of the amount of debt due to each class of creditor is given below ; — 

Co-operative societies ... ... 10 per cent. 

Professional moneylenders ... 60 ,, 

Grain dealers ... 40 ,, 

Question 4. — ^Eighty per cent, of the landlords are indebted. In some cases the 
indebtedness is so great that there is no way open to pay off the debts. 

Question 6. — ^Extravaganpe (40 per cent.) and in some cases, bad associations (40 
per cent.) and litigation (20 per cent.) are the chief causes of their indebtedness. 

Question 6. — Generally the interest charged is high and compoundable six-monthly 
or yearly. 

ThaeuH Sei Pal Singh. 
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Part D. — Credit (acilities in respect of agricultural production and marketing. 

Question 1. — Only the Government, co-operative sociieties and grain merchants 
^nd professional moneylenders take pari in providing agricultural credit in respect of 
erop production. The Government distributes taqavi and seed grains, the grain mer- 
chants distribute grain, and the moneylenders advance money for the purchase of seed, 
grain and bullocks. 

The facilities are absolulely inadequate. There are no arrangements for distri- 
buting the seed grains ; though this is done by the Agricultural department on a small 
scale, yet the ordinary cultivator does not know anything of it. Government or co-opera- 
tive seed grain stores should be established in important villages for distribution on 
credit. Money should also be freely advanced to the tenants for the purchase of bullocks 
and improved agricultural implements. The village moneylenders taking advantage of the 
situation charge very high rates of interest. Co-operative banks should be established 
and popularized. 

The distribution of taqavi should receive special attention of the Government. The 
entire amount of the taqavi does not reach the tenants, but is shared by intermediary 
persons. It will be advisable to appoint a whole-time special officer to distribute taqavi 
with full powers to enquire into and deal with complaints regarding it. The present 
staff has little time to see to all this. 

Question 3. — There is no co-ordination among the various credit agencies except 
the agencies under Government control, although such co-ordinat^n is absolutely 
necessary. 


Part E. — Land mortgage hanks. 

Question 1. — The loans obtained by landlords are generally for long periods, and it 
is only in less tlian 20 per cent, of the cases that the loans obtained by them are for 
short periods. 

The loans obtained by the tenants depend much on the law of limitation. There 
being no security for such debt, they are generally advanced on the execution of a bond 
or pro-note by the tenant, and very often even this formality is dispensed with and the 
loan is advanced without being reduced to writing. This being the case, they are not for 
long periods. 

Question 2. — Long-period advances are available only on land security. 

At the prevalent rate of interest the long-period borrower finds it extremely difficult 
to repay the debt after it has been allowed to run for a little long time. 

Long-period borrowers being in no hurry to repay the debt, allow it to swell to 
such an extent that it almost becomes impossible for them to pay it off. 

The rate of interest for long-period loans is high. 

Question 8 . — ^To some extent non-transferability in the case of tenants may act 
as an impediment to long-term credit, but it is not the sole cause. It is generally the 
incapability of the tenant which obliges him to take loans on high rates of interest. 

Question 4. — To the tenants the occupancy right is sufficient security for long- 
period debts. 

The produce of the land may be deemed to have been hypothecated for the payment 
of the debt obtained on the security of the land after payment of rent. 

Question 5. — I think that the establishment of land mortgage banks will solve the 
problem of long-term advances in this province, because the loans are repaid by instalments 
and the advances are made for long periods so as to make the annual instalment as small 
as possible. 

Question 6. — In my opinion there ought to be two banks, one of which may 
deal with farmers and petty land-holders, while the other may confine its business to big 
land-owners (including zamtndars and taluqdars). 

There should be connection between the two because it will be impossible for one 
kind of bank to deal with both the tenants and zamtndars. 

The land mortgage banks should have share capital of their own. The capital 
should amount to about 20 lakhs of nipees for each district. 

The share capital should be available for subscription to the general public. 

In case the share capital is not taken up by the public, I think the Government 
should undertake the obligation of subscribing the balance. 

Ihaf.ttb Sri Pal Singh. 
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In snch a bank there ought to be a board of directors with full powers of manage*^ 
ment. The general policy of the banks and its expenses should depend upon the approval 
of the share-holders. 

The maximum period for the loans should be sixty years. The margin between» 
the amount of loans and the value of mortgage should be 50 per cent. 

The land mortgage banks should obtain working capital from deposits and by 
rc-issue of shares. 

There is no necessity of Government guarantee. 

If debentures are not taken up by the public within a certain time, the Govern- 
ment should take up the balance. 

Debentures should rank as trustee securities. 

The Government dues should be made first charge on the assets of the bank. 

The changes of the existing law, or special arrangements, in favour of land mortgage' 
banks, suggested in the question, are all desirable changes. 

It is not necessary that provincial land mortgage banks should be co-ordinated 
under an all-India central institution. 

Question 7. — A special officer should be appointed, who may ascertain the value of 
the land on the spot. 

The value of the land depends upon its kind and the crops grown on it. 

The factors affecting such value are — 

(i) Class of soil. 

(ii) Productive capacity. 

(iii) Situation. 

(iv) Population. 

(v) Irrigation facilities. 

There is some difference between the prices of land obtained in various ways, 
and that is attributable to the interest taken in the matter by the agency which sells the 
land, the land sold by private negotiation will certainly yield a better price. 

The price of land is generally ten times the annual net yield of average quality 
land. The proportion of the annual net yield of land to its market value is 1 : 26. 

Part F, — Co-operation. 

Qutstion 1. — ^No relation whatsoever exist g at present between the joint-stock 
banks and the indigenous banks beyond that the latter make use of the current or savings 
bank account of the former like anybody in an individual capacity. They do not even 
recognise the fixed deposit receipts issued by the latter. 

There is no competition, at least in this district, between the co-operative banks 
and the joint-stock banks. 

Question 2. — Co-operative societies have no difficulties, in this district at least, 
in raising either short or long-term capital. 

Question 8. — ^The capital required for financing co-operative societies in this dis- 
trict is readily forthcoming and it is quite sufficient. There are no doubt difficulties inr 
this Tespect in certain ,.ther districts of the province where the public put very little 
reliance on the co-operative banks. 

Question 4. — Financial concessions would certainly be of great help to the co- 
operative movement. The soc eties are already exempt from income and haisiat taxes. 
This has helped the movement a great deal, and if other concessions, like, the incliision 
of the debentures of provincial cooperative banks in the list of tnistee securities, 
are allowed by the Government, it would be a great encouragement for the movement. 

Such action is most desirable in the interests of the movement as in the success 
of this movement lies the emancipation of agricultural and industrial India. 

Question 5. — The establishment of a provincial bank in this province would 
certainly facilitate the work of the movement. It will he a sort of connecting link 
between all the central and district banks of the province. Its very existence will 
create a sound atmosphere of confidence in the movement among the general public, 
and the central banks will not suffer for idle balances or for lack of finances. 

Part G.—Small industries allied to anriculfvre. 

Question 1.— Tbe popular small industries allied to agricultural induBtries are 
dairv-fnrminj?. nur -making, sugar -refining, hand-spinning, manufacture of tobacco and 
vegetable growing. 

Travjr Sbi Pal Singh. 
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Question 2. — Tiie condition of such industries is deteriorating. Adequate fodder 
arrangements should be made for the cattle. This requires sufficient grazing lands. 

The methods of gfnr-making and sugar-refining require special attention. Much 
of the produce is wasted in the crude process adopted by the cultivators. The tenants 
require special training in this branch. 

More interest should be created in the production of vegetables. It is very pay- 
ing, but it is neglected by the cultivators. The difficulty lies in finding a suitable 
market for vegetables. 

Question 3. — Hand-spinning is the best cottage industry for the tenants, and it 
may be supplemented by wood-work, including toy-making and pottery. 

Working capital can only be obtained if the products are made security for the 
loan, but the working of this process will not be free from trouble. Hence it will 
be better if the tenants are made self-dependent. 

Part H. — Small urban industries. 

Question 1. — Cottage or art industries are generally financed by traders in towns 
who purchase the produce. 

Artisans purchase their raw materials and implements, or in some cases they 
get it from traders to whom they are bound to sell the produce. 

Their wares are purchased by some traders in the vicinity who send them to 
different places. 

The middleman gets commission and the large dealers purchase the produce and 
send it to different places. 

Question 2 . — Karkhanas are to be found nearly in all industries. 

{i) The karkhanadars pay commission to the middlemen and tax it on the con- 
sumers. 

(it) The workers and apprentices get their wages from the karkhanadars. 

Most of the artisans drift from their houses to small workshops. 

Question 3. — I am not aware of any instance of sweated labour. 

The home workers should form themselves into associations or groups which 
may represent their grievances. 

Question 4. — There are no co-operative artisans’ societies in this district. 

Question 5, — An industrial bank will be a suitable agency for financing the small 
industries. This object cannot be achieved so well through joint-stock banks. The 
organisation of such a bank at Agra would be most suitable to begin with as it is 
the centre of industrial work. 

Such an industrial bank should issue loans only to registered co-operative bodies, 
whether they be societies or firms. In no case would advances to individual artisans 
be safe or desirable, even though they may be sufficiently well-to-do men. 

Question 6. — Sales’ associations, depots, etc., wdll surely be true means of 
advertising and marketing art wares. They might be organised and managed by local 
public-spirited persons, or the articles might be disposed off on commission. 

n. — ^I ndigenous banking. 

A. — Organisation of indigenous hanking. 

Question 1. — There are different classes of indigenous bankers in this district, for 
instance — 

(i) Those who store grain. They buy grain when it is cheap and sell it when 

the rates are high. 

(ii) Those who lend money on interest. They lend money to others on a 

pro-note or bond. 

(iii) Those who lend simply for purchasing land. They get mortgage and sale- 

deeds executed in their favour. 

(iv) Those who lend grain. They generally charge interest on the price of the 

grain and sometimes take 3/2 times of the quantity of grain they lent before. 

THAKtB Sbi Pal Singh. 
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(y) Those dealing in cloth oq credit for the sake of profit. They charge intereak 
on the price of cloth. 

(vi) Those who hold hundis along with some other business. They purchase hundia- 
on discount and sell it at a lesser discount. 

Sometimes indigenous bankers combine other business with their own. Their 
principal business is that which they have been doing for several years past and the 
subsidiary business is that which they have adopted only of late. For instance, if a 
landlord advances money on credit, zamindari is his principal business and banking- 
is the subsidiary business* 

Question 2. — ^The indigenous bankers finance trade, agriculture and industry in 
the following manner : — 

(i) Trade, 10 per cent. 

(ii) Agriculture, 85 per cent. 

(iii) Industry, 6 per cent. 

The savings of indigenous bankers, after making allowance for their legal 
expenses of management, losses through bad debts, foreclosure, etc., amount to about 
76 per cent. 

Qustion 4. — There are financial houses only at Cawnpore in these provinces; 
the bankers of other places do not possess sufficient money to deal solely in the provision 
of credit facilities by the purchase and sale of hundis. 

Question 5. — Only 10 per cent, of the indigenous bankers keep their accounts 
regularly in their ''bahiSf'* while 90 per cent, of them advance money simply by 
writing the name of the borrower and the sum of money. 

B, — Raising of funds by indigenous bankers. j 

Question 1. — In this district only two forms of hundis are currehit- There is duly 
one kind of hundi but it may differ in form. 

Question 2. — Indigenous bankers meet the demands upon them either by borrowing 
money or by asking their clients to pay them back the money they owe to them. 

Indigenous banks and bankers obtain financial help from the Imperial Bank of India 
at a cheap rato of interest and advance it to the public at their own rate. 

The Imperial Bank of India generally does not deal with individual bankers. 
So if an individual banker stands in need of money, he is put to great difficulty. 

Question 3. — Indigenous bankers receive deposits only by writing a pro-note 
or a letter. 

The rates of interest which they allow varies generally from 5 ann.‘»s to 8 annas 
per cent, per mensem. The rates do not vary at different seasons 

E. — Defects of indigenous banking. 

Question 1. — ^Public opinion regarding indigenous bankers, who do not charge 
fixed rates of interest, but charge it according to the necessity of the borrower, is not 
high. 

Question 2. — ^Those bankers who lend money on very strict and unreasonable 
terms have to face great difficulties. 

Question 3. — They do not deserve any further ruling of the law in their favour. 

Question 4. — ^There are defects in the dealings of indigenous bankers with their 
clients. Strict enforcement of the law is required. 

Question 6. — ^There are moneylenders who have got small capital at their disposal' 
and who cannot therefore give sufficient help. 

If they do away with their greedy intentions their resources will themselves be 
extended. 


m. — ^Investment habit and attraction of capital. 

A. — Encouragement of saving and investment habit. 

Question 1. — ^The banking is done by indigenous bankers, moneylenders, co-operai- 
tive societies, and sometimes by the zamindars of the. place. 

Thaktib Sbi Pal Singh. 
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These resources are not adequate. The borrower finds it extremely difficult to 
borrow money at the proper rate of interest. Moreover, there being not sufficient 
moneylenders, the borrower has no choice of selecting a proper banking agency to borrow 
money. 

The additional capital required will be about thirty lakhs for this district. 

Question 2. — The existing means or institutions for encouraging the habits of 
saving and investment are post office savings banks and co-operative societies and 
investments on landed property. 

In the rural areas these do not provide full facilities to the public for the invest- 
ment of their savings. 

They require extension in the rural areas. 

Question 3. — ^No doubt gold and silver ornaments are occasionally purchased by 
the people, but that is not due to the spirit of investment. It is rather due to the 
liking of such ornaments for which purpose money is sometimes borrowed. People are 
not in such a happy condition as to invest in gold or silver. 

Question 4. — ^Postal cash certificates are not popular in my district, but that is due 
to the poverty of the masses. Only a limited class of people invests in postal cash 
certificates to a small extent. 

It is difficult to make them popular unless — 

(i) the condition of the people is improved, and 

(ii) the rate of interest and the existing terms are revised to make them more 

attractive. 

Question 5. — Post office savings banks afford adequate facilities, but the banking 
should be made on more business-like methods. At present the postal authorities do 
not attend to this work as a business man would do, and sometimes there are casea 
of harsh treatment. People have to wait longer at the post offices. 

Persons in service or doing business in cities and towns take advantage of the 
various facilities offered by the post office. 

More savings banks should be opened in the rural areas to make it popular with 
the cultivators who know little or nothing of it. 

Question 8. — It will not be proper for public bodies like municipalities to undertake 
savings banks work along with their normal work. However, there may be public 
bodies doing absolutely banking business. 

Question 9. — The small agriculturists know nothing of government securities or 
any banks. 

Question 10. — Practically, there are no facilities afforded by the various financial 
agencies for purchase and sale of securities other than those of Government. 

Question 11. — The people sometimes lend their surplus money to others or invest 
it in some property. There is hardly any saving for investment. 

Question 12. — The farmers utilise their surplus money in providing themselves 
with clothes and in the purchase of cattle. If after all this there is a surplus, they 
keep the amount with them and may lend it to others on interest. 

The capital in the possession of the agricultural population is decreasing as 
the condition of the agricultural population is deteriorating. 

Question 13. — I agree with the view that in India the banking and investment 
habit is of very slow growdh. 

The sole cause for this is the poverty of the masses. The agriculturist in spite 
of his hard labour has not the means of living. 

Through the workers of the co-operative societies and the revenue officers the 
people can be educated to invest their savings in productive undertakings. 

B, — Cheque habit. 

Question 1. — The cheque habit is growing. 

Question 2. — The stamp duty on instruments proves a hindrance, and therefore 
its abolition on cheques has led to the increase in the use of cheques and the opening 
of more accounts. 

Question 3. — Business men and educated classes use cheques. 

Thak. R Sri Pal Singh. 
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Question 4. — I think the present arrangement of distributing pay to government 
•ervants is satisfactory. The cheque habit can be promoted only if the banks are made 
popular with the people and more facilities for investment are offered. 

It will be advisable for the post offices to open cheque accounts. There may 
be limitation of the amount below which cheque accounts cannot be opened. 

Question 6. — ^Illiterate people will not like to use cheques unless their condition 
is improved. 

C, — Vernacular scripts in banking. 

Questions 1 and 2. — I will insist on the use of Nagri script in banking. The 
banks of alhindia character may use either English or Hindi. 

D. — Imperial Bank of India. 

Question 1. — The opening of the new branches of Imperial Bank of India in recent 
years has effected a great change in — 

(i) the encouragement of investment habits; 

(ii) the promotion of internal trade and industry ; 

(ui) the encouragement and consolidation of the indigenous banking system; 

(iv) the increase of facilities for agricultural credit; 

(v) the reduction in the general price of money, 
in the following manner : — 

(1) People freely invest money because they know that there is no risk. 

(2) Traders can take money on very reasonable terms from the Imperial Bank of 

India, consequently trade and industries are flourishing. 

(8) Indigenous bankers combine together to take loan from the bank in the 
name of a firm or agency at a cheap rate and then they advance that sum 
to their own clients. 

(4) The Agricultural department can also borrow money from the Imperial 
Bank when it stands in need of funds. 

-(6) As the Imperial Bank advances money at cheap rates so the price of money 
is greatly reduced. 


Thaki'b Sbi Pal Sinqh, 
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Baba LAL GIRJESH BAHADUR PAL Sahib, Zamlndar and 
Honorary Magistrate, Banpur, district Basti. 


Replies to the questionnaire. 


I. — ^Agricultural credit and credit facilities. 

Part A, — Agricultural borrowing for purposes of production. 

Question 1. — ^The agriculturist borrows from village moneylenders, and in case 
of scarcity advances are made by the zamindar of the village. 

He borrows commonly for purchase of cattle and for expenses in marriage and 
other social functions and sometimes also for purchase of seed when the crop is frost- 
bitten. 

The total debt is divided as follows : — One-fourth for performance of marriage 
and other social functions, half for the purchase of cattle, and one-fourth for purchase 
of seed. 

Of the total debt one-fonrfch is incurred in grain and throe-fourths in cash. 

The debt in grain is paid at the time of harvesting and that in cash paid yearly. 

Question 2. — The rates of interest in case of ‘ grain is 25 per cent, and 37J per 
cent, and that for cash is 12 per cent, per annum. 

Simple interest is calculated except the rate of 12 per cent, which is compound- 
ed at yearly rests. 

In my opinion the rates of interest at which loans in kind are advanced are exor- 
bitant. 

Question 3. — No security is taken in the case of agricultural borrowing. It is 
only on the goodwill and honesty of the debtor that the loans are advanced. 

Tt is not correct in my part of the country to say that the better the title to 
land the greater the amount of indebtedness. 

The amount of debt secured on land mortgage is increasing. 

The rates of secured debts to those unsecured is 1 to 2. 

Question 4. — In my part of the country the agriculturist pays the debt at the 
time of the harvest. It is seldom that recourse is had to the law courts. 

There is a slight difference in the market rate prevailing at the time and the 
rate at which grain is advanced or repaid. From personal enquiry both the lenders and 
borrower can know the prevailing rate. 

Question S. — In my taluka the loans under the Agriculturists Loans Act and the 
X4^nd Improvement Act are not required, hence no taqavi is taken. 

At the time both of realisation and advance of taqavi the agriculturists have to 
suffer certain hardship which it is not legally advisable to express. And it is chiefly 
due to this disadvantage that taqavi is not freely made use of. 

Question 6. Instances where cultivators combine together to produce particular 
crops are not found. Cultivators are freely planting Java sugar and wheat (Pusa no. 
12 ), '» 

Question 7. — The present system of borrowing for agricultural purposes is not 
accessible to the poorest agriculturist. The moneylenders finding him without means 
do not readily advance loans to him, and there are cases in which the poor farmer has 
to beg for his needs. To relieve this it is suggested that every village or group of villages 
should be formed into a panchayat with banking powers ; 

(1) The membership of the panchayat should be compulsory for the heads of the 
families residing in the village. 

(2) Bach member shoSd be made a compulsory share-holder of the panchayat, 

(8) The members of the panchayat should elect their directors. 

(4) These directors shall raise, distribute and realise loans. 

Babu Lal Girjesh Bahadur Pal. 
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(6) The zamindar of the village should be made a compulsory director, and m 
all cases of advances his opinion should be accepted as to the amount of advances to 
be made. 

(6) In no case should the interest be over 12 per cent. 

(7) For the proper upkeep of the working of the 'panchayat, honorary servants 
should be taken from among the members and share-holders and they should execute 
security bonds. 

The above are general rules the details of which may be worked out as required m 
particular cases. 

II. — Indigenous banking. 

H. — Defects in statutory and customary law regarding recovery of debt. 

Question 1. — The statement is not true. In my opinion there are no difficulties 
that the creditor encounters when endeavouring to recover a debt by process of law ex- 
cept in cases where the agriculturist has no other property except the tenancy plots and 
agricultural appurtenances both of which are excluded from attachment and sale under sta- 
tutes by the Legislature. If the restrictions are removed there will be no difficulty abso- 
lutely. 

Question 2. — The conclusions of the Boyal Commission in regard to the Usurious 
Loans Act are correct. 

There is no necessity for the Act. 

The agreement of the parties should be given effect to : in case of unnecessary 
intervention of the courts the creditors will be reluctant to advance money. 

The principles underlying the Usurious Loans Act are far too general, leaving 
a wide power to the courts to exercise it whenever they will. If a certain limit is 
placed regarding interest, beyond which interest should be presumed to be usurious, it 
will be of greater use. 

In all cases, however, where the facts disclose the necessity of the contract, it 
should not be interfered with simply because ordinarily the interest is high. 

III.— Investment habit and attraction of capital. 

A. — Encouragement of saving and investment habit. 

Question 1. — The co-operative bank, post office savings banks, and the mufassil 
bank are the only banking resources in the district. 

They are not adequate because — 

(i) As there are no prompt payments at present people are not attracted to 
deposit. 

(ii) Post office savings banks do not give sufficient interest and, moreover, do 
not accept deposits of over Ks. 6,000. 

(hi) In the co-operative bank no interest is given on current deposit; also the 
bank does not accept deposits at all times. 

The removal of the above defects will improve and attract investment. 

Question 5. — Post office savings banks afford adequate facilities to the investing 
public, excepting the non-acceptance of deposits over Ks. 1,000. 

Removal of the limit of deposit will attract a large number of depositors. 

Government servants generally and often others in other services take advantage 
of the various facilities for investment offered by the post office. 

Question 8. — It would promote the savings habit if public bodies like municipalities 
were to afford savings bank facilities. 


Babu Lax» GnuESH Bahadur Pal. 
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Raja RAGHORAJ SINGH Sahib, O.B.E., of Mankapor, dlstdot 

Gonda. 


Replies to the questionnaire* 

> — 

I. — Agricultural credit and credit facilities. 

Part A. — Agricultural borrowing for purposes of production. 

Question 1. — The cultivator m my area borrows mostly from Village money- 
lenders. The objects of his borrowings are repayment of earlier debts, marriage and 
ether social functions, famine and other kinds of distress, payment of land revenue or 
rent, purchasing seed, purchasing bullocks, and sinking wells. About 75 per cent, of 
the debts are incurred in times of famine and other kinds of distress. Most of the 
debt is incurred in cash and some is incurred in grain or for seed. The debt is mostly 
for short periods. The longest period is one year. 

Question 2. — The rate of interest for cash advances is usually 24 per cent. For 
i^ans in kind it is usually 26, but in some cases it is as much as 50 per cent. Com- 
pound interest is usually charged. The rates of interest are beyond doubt exorbitant. 

Question 3. — ^In the case of zamindars the kind of security is usually land mortgage, 
while m the case of tenants it is ornaments or standing crops. 

The better the title to land the greater the amount of indebtedness. The amount, 
of debt secured on land mortgage is decreasing gradually. 

Question 4. — Litigation is the means adopted for enforcing the payment of debt 
from agriculturists. 

The cultivator borrows grain at a higher price than that prevailing in the market. 
The rates are usually ascertained from the market. 

Question 6. — The cultivator does not take full advantage of the taqavi system. 
Taqavi is distributed only when there is famine or other kind of distress. This is 

because the cultivator is quite unaware of the facilities provided by the Agriculturists 

Loans Act and the Land Improvement Act. Educative propaganda is necessary In the 
matter. 

The present system does not suit the cultivator. According to it he is entirely 
at the mercy of the patwaris and qanungos who are generally guided by favouritism. 

In the case of tenants the zamindars concerned should be consulted. 

Question 6. — There is no combination amongst cultivators in my area for the 

production of crops. Such combination is not possible in my area. 

Question 7. — The present system of agricultural borrowing is not free from defects. 
The number of co-operative societies should be increased so that there may be at 
least one society in each pargana. The terms should be modified so as to popularize 
these societies with the agriculturists. The rate of interest should be reduced to a 

reasonable level. Legislation is absolutely necessary to protect the cultivators from 
the village moneylenders who are now free to charge exorbitant rates of interest. 



Baja Baohobaj Singh*! 
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The MANAGER, AZMATGARH ESTATE, district Azamgarh. 


Replies to the questionnaire. 


I. — ^Agricultural credit and credit facilities. 


Part A, — Agricultural borrowing for purposes of production. 


Question 1. — An agriculturist in the Azamgarh district generally borrows from the 
'Village moneylenders. 

He borrows for the following purposes and the proportion of debt due to each object 
is as follows : — 

Payment of accumulated interest 
Marriage and other social functions 
Famine and other kinds of distress 
Payment of land revenue or rent 
Seed 

Litigation 
Purchase of cattle 
and sometimes subsistence. 

The debt is distributed between the lending agencies in the following proportion, viz. : — 
Village moneylenders ... ... ... ... 95 per cent 

Government ... ... ... ... ... 1 ,, 

Co-operative societies ... ... ... ... 4 ,, 

Of the total debt about half is incurred in cash and half in seed. About 50 per cent, of 
the debt is incurred for a short period. 




... 15 per c 

... 2 

... 


... 20 



... 40 

... 


... 8 



... 5 

... 


... 10 


Question 2. — ^l^he lates of interest for cash loans ranges from 12 to 24 per cent. 
The rates for loans in kind for seed is 25 per cent, and for other loans in kind 50 per 
cent. 

In the case of cash advances the monthly rates of interest are agreed upon by 
the parties. Sometimes simple and sometimes compound interest is charged. In the 
case of advances of seed 25 per cent, is charged for six months. In the case of advances 
m grain for subsistence 50 per cent, interest is charged. 

In my opinion the rates of interest are exorbitant. There are also other incidental 
charges. 

Question 8. — ^The securities given and accepted are : — 

(1) Land mortgage 

(2) Standing crops. 

(8) Ornaments. 

Landlords and tenants are equally indebted. 

The amount of debt secured on land mortgage is increasing. The proportion of 
debt secured on land mortgage and unsecured is 80 and 20 per cent, respectively. 


Question 4. — The usual method of collecting debt is that the lender deputes his 
man to realise his debt when the harvest is ready and by litigation. 

The rates at which a cultivator borrows and repays grain do differ from the pre- 
vailing market rates. There are no means by which the cultivator can ascertain the pre- 
vailing market rates from time to time. 

Question 6. — Generally the agriculturists are not habituated to borrow taqavi in 
'this district. This is so because the method of distributing taqavi is very tedious and 
much delay is caused. 

Reliable distributing officers of taqavi should proceed on tour arranging their pro- 
grammes in such a way that the agriculturists demanding taqavi may not have to travel 
more Ithan four or five miles from their homes, and the taqavi applications should be 
takenond decided on the spot and the money advanced to them as early as possible, 
«nd they should be given some facilities for repayment. 

Manager, Azmatgarh Estate. 
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Question 6. — The cultivators do not combine together to produce particular crops.. 
Though desirable, no such combination is possible owing to the irregular system of* 
holdings. 

Question 7. — ^The defect in the present system of agricultural borrowing is that the 
rates of interest are high and the periods of payments short. The remedy is that the 
advances should be made for longer periods so that the instalments in repayment may 
be smaller. 


Part B. — Agricultural borrowing for purposes of marketing. 

Question 1. — The crops are marketed generally through the local petty traders 
who go on a tour from village to village, purchase the articles and sell them to merchants 
in the markets. Sometimes the farmers themselves carry their goods to the markets and 
sell them direct to the merchants. They carry their goods to the markets on beasts of 
burden and carts. The local banias purchase at cheaper rates in the villages and sell 
the articles at higher rates in the market. There is some difference in weight also. 
Articles of superior qualities are kept for home consumption. 

Question 2. — ^The money for marketing crops is advanced by big grain merchants 
and exporting firms. They lend money generally at 6 per cent. 

The co-operative society in my area does not assist in the marketing of crops. It 
should. 

Question 3. — There are not fixed rates which the cultivators have to pay to the 
bania^ arhatia^ dalaj, and beopari; they pay the sum agreed between them. 

There are some incidental charges such as the fee of the scribe, etc., and weigh- 

men. 

Question 4. — The cultivator generally stores his grain in iheks placing chaff all 
round. For storage of grain a particular kind of godown should be made and there 
should be a fool of sand all round this godown to remove dampness, and inside a layer 
of chaff. 

The grain in the market is sewed in gunny bags. At this is the cheapest no 
new method is adopted. 

Question 5. — The grain is stored in bags in the godowns of arhats who generally 
advance 25 per cent, less than the prevailing price. 

Question 6. — The American system of warehouses is good, but it requires a great 
organisation. 

Question 7. — There is no combination amongst cultivators for marketing their 
crops, but though this is desirable, it is at present impossible. 

Part C. — Extent and nature of agricultural indebtednesj . 

Question 1. — I cannot give any estimate, but I can say that the agricultural classes 
are much indebted. 

Question 2. — Grain dealers and moneylenders are the principal creditors of the culti- 
vators. The grain dealers in the villages lend grain entirely and moneylenders to some 
extent. 


Question 3. — The result of enforced payment of debt is that land is passing from 
the possession of real farmers into the hands of creditors who are not themselves efficient 
farmers, thereby causing the cultivators to produce less or less efficiently. 

Question 4. — About 60 per cent, of the land-owning classes is in debt. 

Question 5. — Owing to high prices of all articles these days the landlords have run 
into debt because they must keep their dignity somehow or other, whereas the rent they 
receive from their tenants is almost the same as they have been receiving from them from 
time immemorial; moreover, increase in the members of the family and their education 
and marriages and other social functions all require heavy expenses. 

Question 6. — ^The land-owning classes have to pay special charges or rates of in- 
terest in respect of their borrowings, 

Manageb, Azmatgabh Estate. 
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Part D. — Credit facilities in respect of agricultural production and marketing. 

Question 1. — The defects in the existing system of agricultural credit in respect 
-of crop production are that ihe rates of interest are very high and the money is not 
easily received when required, while repayment is enforced very severely. There should 
be no pressure for repayment. Easy instalments should be made. 

Question 2. — The grain merchants send their men to the village or markets and 
they purchase the articles; and sometimes they advance money on arhat system paying 
about 26 per cent, less than the actual price of the article kept in their godown. 

The existing credit facilities are not adequate. There should be some bank or 
arhat very close to the place of production. Arrangement should be made to advance 
money liberally. 

Question 3. — There is no co-ordination among the various lending agencies. There 
’s a wide scope for improvement in this direction. 

Question 4. — The big merchants at ports can very easily arrange for credit where* 
as there is no fac-ility inside the country. 

Part E. — Land mortgage hanks. 

Question 1. — ^Long-period loans are obtained by landlords according to the net pro- 
fit of their estates, the interest being calculated at 6 per cent. Tenants cannot obtain 
long -period loans because the law does not permit. 

Question 2. — Long-period loans are available on land mortgages. Long-period 
forrowers experience no difficulty in obtaining accommodation as long as they have 
properly enough to mortgage with possession. 

Question 3. — ^Non -transferability in the case of tenants hinders their getting long- 
term credit at the usual rates. 

Question 4. — Occupancy rights do not serve as adequate security for long-term loans. 
Their value in this direction will be increased if they are made transferable. 

Question 6. — The establishment of a land mortgage bank or banks would solve 
the problem of long-term advances. 

Question 6. — ^There should be two such banks, without any connexion between 

them. 

The Government should guarantee the banks. The shares may be floated to the 
public. The amount of the coital or guarantee will depend on circumstances and de- 
mand. 

The share capital should be available for subscription, firstly to the farmers and 
then to the public. If the share capital is not fully subscribed, the Government should 
undertake to subscribe the balance. 

The Directors of the banks should be financiers and according to the choice of the 
public businessmen. 

The maximum period of the loans advanced by the banks should be sixty years 
according to law. 

The working capital should be obtained from (i) deposits, (ii) debentures (iii) a 
central institution. 

The debentures should carry a Government guarantee for both principal and interest. 
If the debentures are not taken up by the public within a certain time, the Government 
should take up the balance. The debentures should rank as trustee securities. 

The Government should be safeguarded from loss by the property already mortgag- 
ed, 

I suggest the following changes of the existing law or special arrangements in 
favour of land mortgage banks ; — 

(1) Issue of certificates of encumbrances either free* or at a nominal charge. 

(2) Abolition or reduction of stamp duty, registration charges and court-fees. 

(3) Notification of proposed mortgages. 

(4) Simplification of the process of foreclosure and sale in the event of non- 

payment. 

(6) Power to manage defaulting estates. 

Question 7. — ^The value of land should be calculated according to the fertility of the 
land : the value differs according to the fertility of the soil and the crops grown on it. 

Mai7aoeb, Azmatgaeh Estate. 
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Part H. — Small urban industries. 

Question 1. — Generally the artisans invest their own small savings in their bnsiness 
and sometimes they take loans from the village moneylenders and dealers. 

Raw materials and implements are obtained through the local merchants. Their 
wares are either sold m the markets or by hawking in the villages or through middle- 
*f.en. Middlemen take a certain percentage of the profit and then sell the articles to big 
merchants, but the rates sometimes fluctuate and they suffer loss also. 

Question 2. — ^In these parts there are sugarcane mills to be found in the Gorakhpur 
i^stricr, a lac factory at Mirzapur and oil-pressing in Jaunpur. 

Karkhanadars pay wages to workers. 

There is no tendency for the artisans to drift from their home to the small 
workshops, or vice versa. 

Question 3. — know of no instances of sweated labour. 

• Question 5. — An industrial bank would be a suitable method of improving the 
present system of financing small industries. Such a bank should issue loans to artisan 
societies as well as individuals, but joint-stock companies are preferable. 

Question 6. — Sales associations, depots or emporia should be organised, financed 
and managed only by businessmen and financiers, not by Government who will have only 
supervising work. 

Part J. — Internal remittance and negotiable instruments. 

Question 6. — ^The different classes of hundts current in my district are darshni and 
xhni hundis. Darshni hundis are payable on demand at first signt; in dini grace days are 
allowed varying from 7 to 45 days according to circumstances. The hundis of this district 
are discounted everywhere in India. 

II. — Indioenous banking. 

A. — Organisation of indigenous banking. 

Question 1. — There arc two classes of indigenous bankers in this district — ^village 
moneylenders and mahajans. They lend money on interest. Agriculture, zamindari, or 
trade is their principal and moneylending only their subsidiary business. 

Question 2. — Their concern in lending money is only to earn interest : it is immaterial 
to them what the purpose of the borrowing is. 

Question 4. — There are no financial houses in these parts dealing solely in the 
provision of credit facilities by purchase and sale of hundts and other bills of exchange. 
Ignorance and poverty of the people are the chief causes of their absence. 

Question 6. — The old methods of keeping account books are still prevalent. 

B, — Raising of funds by indigenous bankers. 

Question 1. — ^Various kinds of credit instruments are used by the indigenous bankers, 
but I cannot give the various kinds of wordings. 

Question 2. — ^Indigenous bankers have their own funds. They do not take help 
iiom banks. 

Question 3. — ^They do not receive deposits. 

C. — Advances by indigenous bankers. 

Question 1. — Indigenous bankers advance money on the security of ornaments, land, 
crops, etc. They generally cha|;ge interest at from 12 to 24 per cent. 

Question 3. — Clients of bankers inspect their accounts whenever they wish with their 
•credit instruments. 


D, — Exchange and money market. 

Question 1. — ^There is no local exchange or money market. 

Question 2 . — Dalals charge their brokerage according to circumstances and demand 
of money. 

Manageb, Azmatgabh Estate. 
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Question 3. — The rates vary at which hundis are purchased and sold for intertaL 
remittances or to obtain credit. 

E. — Defects of indigenous hanking. 

Question 2. — ^The difficulties which indigenous bankers experience are tne litigation 
charges which they have to pay and procedure which causes much delay in realization of 
money. 

Question 3. — They are sufficiently protected by law. 

Question 4. — ^Indigenous bankers are sometimes very hard. They should look to the- 
convenience of their clients and have patience. 

Question 6. — They have insufficient capital. They should be helped by capitalists 
or banks who may advance them money on cheaper rates of interest. 

G. — Consolidation of indigenous hanks. 

Question 1. — They should be provided wdth sufficient capital and should be protected 
by law, the procedure of which should be easy, cheap and prompt. 

Question 2. — Indigenous banks would secure an increased clientele if recognised by 
Government. Their capital should be limited and they should be open to Government and 
public inspection. 

Question 3. — They should be frank and should not conceal any fact. 

Question 4. — ^There are times of the year when money lies idle with the indigenous 
bankers. 

Question 6. — The indigenous banking system in this locality is not connected with 
the principal money markets. Such connection should be created by the establishment of 
agencies of the Imperial Bank of India. A central reserve bank should be established to- 
connect up all the elements of the banking system. The indigenous banks should be 
linked directly with the Central Reserve Bank. 

III. — Investment habit and attbaotion of capital. 

A. — Encouragement of saving and investment habit. 

Question 2. — ^The only existing means for encouraging the habits of saving and 
investment is the post office savings bank. It does not provide full facilities to the public 
for the investment of their savings. 

Question 4. — Postal cash certificates are popular. They can be made more popular 
by a revision of the rate of interest and change of the existing terms of issue. 

Question 5. — There should be no limitation of deposits in the post office savings 
bank The rates of interest should be raised. 

All classes of people take advantage of the various facilities for investment offered 
by the post office. 

Question 6. — The allegation that the rates of interest of postal cash certificates and 
treasury bills are so favourable as to create competition between Government and 
banks in attracting money is correct. Such competition is healthy. 

Question 7. — The issue of gold cash certificates will accelerate the savings and 
investment habit. 

Question 8. — The provision of savings bank facilities by public bodies like muni- 
cipalities would not promote the savings habit. ^ 

Question 11. — Money surplus to ‘ normal requirements is used by the people in 
purchasing land, houses, grain or other articles of trade and the making of ornaments. 
They keep the money with themselves. 

Question 12. — Some farmers lay by their surplus funds in prosperous years to meet 
sudden emergencies. Some lend to their fellow agriculturists on interest. 

Question 13. — The banking and investment habit in India is of very slow growth,, 
due to the ignorance and poverty of the people. 
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B . — Cheque habit. 

Question 1. — ^The cheque habit is growing in India, but very slowly. 

Question 2. — The abolition of stamp duty on cheques has led to an increase in the 
use of cheques and the opening of new accounts, but only to a very small extent. 

Question 8. — Cheques are used by the educated and- businessmen. 

Question 4. — At present when the mass is illiterate, it is not desirable to accelerate 
the use of cheques. Post offices should not open cheque accounts. 

C. — Vernacular scripts in banking. 

Question 1. — Vernacular scripts should be used in banking. 

Question 2. — The script used should be Nagri or Persian. 


HUhaobb, Aamatoakh Estaxb- 
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Rai Bahadur Pandit KHARAGJIT MISRA, M.A., LL.B., M.L.C., 
Advocate and Honorary Magistrate and Assistant Collector, Malnpnri. 


Replies to the qaestionnalre. 


I - A<JUlC'lTI.riTJlAL C’RliDlT AND CRKDIT FAClhlTlES. 

Pait A — Agricultural borrouing for purposes of production. 

Question 1. — Thi* af'nciilturist borrows from ihc professional inoneylcmlers, his 
tanundar und the co operati\e .‘■•oeietios. 

He boriows ft)r all liic purposes mentioued m the qiiestioniiaire 

Almost all the d<*bt is taken from the village inonc^V lender. 

About 76 per cent, of Ihi- debt is meiirred in cash, and the rest in gram. 

Abfiut 86 per cent, of the debt is incurred for short terms, 

Que*stion ‘2. — Tioans arc repayable on double system when taken in grain, and 
on 18 to ‘21 per i-enl. per annum interest when taken in cash. 

Looking to the instability of security, the rates are not excessive. Security is 
mostly on standing crops 

Question 3. — do not agree that the better the title to land the greater the amount 
of indebtedness. 

About 60 per cent, of zamtutlnrs and BO per cent, of tenants arc indebted. 

Part B. — Agricultural borrowing for purposes of marketing. 

Question l.—The principal crops are brought to market b'v the producer himself and 
sometimes by the middleman, who buys locally and sells in the nearest chief bazar 

Question 2. — The co-operative societies should assist in tJie marketing of crops 

Part C. — Evtent and nature of agricultural indebtedness. 

Question ‘2. — ^The principal cieditois of the agriculturists arc the professional 
moneylenders, his zamindar and co-operative societies. 

About 50 per cent, of the debts of the poorer agriculturists arc tak(»n from the 
richer ones. 

Question 0. — The rights in land are [lassing from the possession of people who arc 
efficient farmers into the hands of creditors who are not themselves efficient farmers Hl- 
caiise the professional moneylender is gradually obtaining lands from the zamindars as 
well as the tenants. This causes the cultivator to produce less or less efficiently. 

Question 4. — Sixty per cent, of the zamindars are indebted. 

Question 6. — ^The special causes are — ^want of economy, lack of utility of time, 
false sense of greatness, and exclusive dependence on zamindari as the sole means of 
BiibsiRtence. 

Question 6. — ^Thc rate of interest charged is usually general, but sometimes it is 
less in proportion to the security of the lands mortgaged. 

part D. — Credit facilities in respect of agricultural production and marketing. 

Question 2. — ^l^he credit facilities in respect of the marketing of crops are not 
adequate. It would he hotter if something like a State bank or a bank run by the local 
capitalists wore started to lend money to .the zamindar and the capitalist: also if the 
existing co-operative societies were improved. 

Question 3. — ^Tbere is no co-ordinotioii among the various credit agencies, and none 
is possible in the existing system; but it is desirable to have only one credit agency at 
a ]^aoe, and to educate the borrower as to when, from whom, and on wbat terms tq 
borrow. 

Bai Bavapob Fabdit Ehabaojit Mxbba. 
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Part E. — Lavd mortgage hanks. 

Question I.- The credit of the zamindar an a bniruwci lias been considerably 
shaken. The belief ni tl\e mind of llio er dilor js lluU the debt advune d to the zaviindar 
IS not paid voluntarily and recourse to litigation ib genf rally nece^^ary. The same is 
emphatically tiue about the tenants, for whose debts there is no security. 

Question 3. — Nobody wishes to lend money to tenants owing to uncertainty of 
tenure. 

Question 4. — 'Fhe occupancy right does not seive as an arlequato security for long- 
term credit. Any remedy suggested would be derog.ilory to the interests of the zamxndar, 
whose interest it is tijually necessary to piotrct. 

Part F. — Co-operation. 

Question 1. — There is a sense of coinpttition and iivalry between the co-operative 
banks and other hanks. In Ibis district, there is no joint-stock bank. 

Question 2. — The teims ofifired by the co-operative socictic-i for inveatrneiit are 
sufficiently attractive, and they can raise any amount of money without any appreciable 
difficulty. 

Question 3. — The amount of capital available foi financing the co-operative move- 
ment is sufficient. 

Question 4. — It is possible to stimulate the giowth of the co-operative movement 
by financial concessions, and sucli act ion is desirable 

Question 6. — The establishment of the provincial co-operative bank will stimulate 
the co-operative movement a good deal. 

Part G. — Small industries allied to agriculture 

Question 1. — Gwr-niaking, <*otton-ginning, manufacture of tobacco and vegetable 
growth are the industries allied or supplemental to agriculture. 

Question 2. — ^The induslrica are in a crude form, nin only by private persons. 

II. — ^Indighnous banking. 

There is no indigenous hanking in this district. 

ITT. — Investaiiint habit and attraction of capital. 

75. — Cheque habit. 

Question 1. — The cheque habit is growing in India. 

Question 2 — The abolition of stamp duty on cheipies has led to an increase in 
their use and to the opening of more accounts. 

Question 3. — Tlie higher classes and the officials use cheques. 

Question 4. — To further promote the cheque habit, payment of government ser- 
vants and bank employees should bo by cheques and a fre^r receipt of cheques in payment 
of Government dues. 

Post offices should open cheque accounts. 

Question 5. — The only w^ay for the illiterate to use cheques is the use of the 
thumb-impression, but it is not desirable as it gives much scope for fraud. 

C. — Vernacular scripts in hanking. 

Question 1 . — The vernaculars, Hindi and Urdu, should be introduced, as it will 
extend the use of cheques to people who do not know English. 

Question 2. — Sarafi, etc., should no! be introduced, as it is not at all necessary, 
and will involve further trouble, e.g., in the selection of the clerical staff. 

D.— Imperial Bank of India. 

The opening of more branchts of the Imperial Bank has helped in all directions, 
but to no considerable extent. 


Bai Bahadub Pandit Ehabagjit Misba. 
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Lala BHAWANI DAS SAH Sahib, Honorary Magistrate, Ranikhet. 


Replies to the questionnaire. 


I. — Agricultural credit and credit facilities. 

Part A.— Agricultural borrowing for purposes of production. 

Question 1. — The agriculturalist borrows only from village moneylenders or 
indigenous bankers. 

G^enerally he borrows for (i) repayment of earlier debts, (ii), marriage and other 
social functions, (hi) famine and other kinds of distress, (iv) litigation, and (v) purchase 

of plough or other cattle. 

Question 3. — ^The rates of interest vary from 12 to 24 per cent. 

Simple and compound rate of interest are calculated. 

The rates of interest are in my opinion exorbitant. 

Five per cent, is sometimes charged as gantlii khulai. 

Question 8.— The security usually given and accepted is land mortgage, house 
propertv and ornaments. 

Tt is correct to say that the better the title to land the greater the amount of 
indebtedness. 

Question 4. • The usual method of enforcing payment of debt from agriculturists is 
through the courts. 

There is a difference between the rate at which the cultivator borrows grain or 
repave it and the prevailing rate in the market. 

Question 5. — The cultivator takes full advantage of the facilities provided bv the 
Agriculturists Loans Act and the Land Improvement Act. 

Question 6. — Combination of cultivators to produce particular crops is desirable 
I ut does not appear to be possible in the hills. 

Part B. — Agricultural borrowing for purposes of marketing 
Question 1. — The principal crops are brought to market direct by the producer. 
Question 3. — In the case of marketing his crop, the cultivator pays three pies 
to one anna each to the bania, the arhafia, and the dalal. 

The beopari is paid according to circumstances. 

These charges vary with different crops. 

Incidental charges are the toll tax and dharam Tchatas. 

Question 4. — The cultivator stores his grain generally in bhakars, large boxes 

or baskets. 

Question 6. — ^The system of licensed warehouses could be worked in India. There 
would be need of Government assistance in the matter. 

Part E. — Land mortgage hanks. 

Question 5. — ^The establishment of land mortgage banks would solve the problem 
of long period advances in this province. 

Question 6. — ^There should be two such banks, one for farmers and the other foi 
landowners. 

Both should be run co-operatively. 

There should be Government guarantee which should be 50 per cent, of the total 
capital. 

In case the share capital is not taken up by the public, the Government should 
undertake the obligation of subscribing the balance. 

The management of such banks should be on the same lines as the Imperial 
Bank of ludiik. 

Lau Bhawamj Das Bas, 
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The maximum period of loans should be 80 years, and the margin between the 
amount of loans and the value of mortgage say 60 per cent. 

Land mortgage banks should obtain v/orking capital from (i) deposits, (ii) 
deb(’ntures, (hi) a central institution. 

Debentures should carry a Government guarantee for both principal and interest. 

If debentures are not taken up by the public within a certain time Government 
should take up the balance. 

Debentures should rank as trustee securities. 

The Government should be given power to take up the management of the bank 
in such cases. 

The various changes of the existing law, or special arrangements, in favour of 
land mortgage banks, suggested in this question should be made. 

Provincial land mortgage banks should be co-ordinated under an all-India central 
mstitution, and its constitution should be similar to that of the Imperial Bank of 
India. 

Question 7. — ^Valuation of land should be based on the market value of the land. 

In my district the value of land per acre is generally based on the fertility ot 
•and ''upToan** or *'talaon.'' Pakha fencing, well laid terraced land, etc., affect such value 

The price of land obtained in sale by Government auction for non-payment of 
revenue or by sale on a court decree often decreases and in sale, by private negotiation 
increases, the reasons for the former being forced sale, and for the latter a bargain 
made with a view to profit. 

Part G . — Small industries allied to agriculture. 

Question 1. — There is dairy farming on a small scale. Vegetable and fruit farm- 
ing 13 also allied. 

n.— I ndigenous banking. 

A. — Organisation or indigenous banking. 

Question 1. — There are two classes of indigenous bankers in my district, Saha and 
Marwaris. 

They accept deposits and lend money and cash hundis and cheques. 

They combme other business with their own. 

Question 2. — Indigenous bankers generally support agriculture and trade. 

Question 5. — They use hahi khatas in keeping their accounts. 


hkLk Bhawani Das Babt 
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Subedar-Major Pandit BHOLA NATH AYASTHI, Honorary 
Magistrate, Manhar, district Fatehpur. 


Replies to the questionnaire. 


I. — Ageioxjltubal credit and credit facilities. 

Part A. — Agricultural borrowing for purposes of production. 

Question 1. — The agriculturists of this area mostly borrow from Government in 
the shape of taqavi and from village moneyleaders m the shape of loans bearing interest. 

Borrowing takes places for all the proposes mentioned in the questionnaire with 
the exception of the building of tanks. The agriculturists here borrow mostly for 
seed, purchase of bullocks and marriage, etc. There is very little borrowing for other 
purposes. 

There is no co-operative society here, hence the agriculturists here borrow from 
the village moneylenders only. 

Fifty per cent, of the debt is incurred in cash and 60 per cent, in seed. 

The seed is borrowed for six months only and the remaining 50 per cent, for a 
longer period. 

Question 2. — The late of interest for loans, whe^ier in cash or in kind, is Bs. 2 
per cent, per mensem. 

'The interest is calculated at the rate of simple interest. 

Certainly the rate of interest is high. 

Question 3 — Mostly the security of ornaments is given in the case of borrowing 
for agricultural purposes. 

It is correct to a certain extent to say that the better the title to land the greater 
the amount of indebtedness, as the creditors lend money mostly to persons having title 
to land to avoid the money being lost. 

The indebtedness of petty landholders is greater than that of big tenants 

In other respects the amount of debt secured on land mortgage is increasing. 

Question 4. — ^Bebt from agriculturists is realized mostly from standing crops and 
cattle, etc. 

There is surely a slight difference between the rate at which grain is given and 
the market rate. The agriculturists here know the market rate. 

Question 6.--Surely every one ha.s a desire to take taqavi but it is not given as 
desired. No taqavi is given here in ordinary years. 

The greatest defect in the taqavi system is that it is realized quarterly when there 
is no crop ready and for the payment of w^hich the agriculturists have to borrow money 
irom the moneylenders at high interest. 

In my opinion taqavi should be distributed liberally. 

Question 6. — In this area the agriculturists mostly combine together to produce 
sugar-cane, potatoes and sweet-potatoes. 

Question 7.— Surely there are defects due to the rate of interest being high. In 
my opinion their remedy is that co-operative banks be opened. 

Part B. — Agricultural borrowing for purposes of marketing. 

Question 2. — Money is borrowed from village moneylenders to finance the market- 
ing of crops. 

There is no co-operative society here. 

Question 3.— The total charge in the case of marketing the crop is Be. 1-4 per cart. 
There is not much difference in this charge with different crops. 

Octroi is an incidental charge of two annas per cart. 

Suuedar-Ma.tor Pandit Bhola Nath Avasthi. 
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QuesUon 4.— Ordinary agriculturists have no chance of storing grain. Big 
agriculturists store grain in granaries. 

The grain in markets is stored by mahajans in lihattis and it is the right system. 

Question 5 — Money is mostly borrowed on the security of grain stored in khattt.s. 

Question 7. — The cultivators combine together in marketing. 

Part D. — Credit facilities in respect of agricultural production and marketing. 

Question 1. — Agricultural credit in respect of crop production is provided by taqavi 
from Government and loans from moneylenders. 

The credit facilities for agricultural production are not adequate In my opinion 
It is necessary to open a cu-operativc bank in this circle. 

The defect in the existing system of agricultural credit is that the rates of 
interest are high. It can be remedied by establishing co operative banks, etc. 

Question 2. — Here rransactions are carried on with mahajans only in respect of 
marketing. 

In view of present conditions the existing credit facilities for agricultural marketing 
fie adequate. 


Part E. — Land mortgage banks. 

Question 1. — Long-period loans arc obtained very often. 

Question 2. — Long-period loans are obtained on land mortgage. Such loans sre 

obtained with difficulty and liigli rate of interest has to be paid. 

Question 3. — ^Non-transferabihty in the case of tenants acts an iinpedinicnt 

to long-term advances and increases the rate of interest. 

Question 4. — 3’he occupancy right does not serve as an adequate security for long- 
term credit. Modification of the law is necessary. 

Question 6 . — The establishment of land mortgage banks wdll afford great faci- 

lities in the matter of long-term advances m this province. 

Question 6. — ^There should be two such banks —one for farnierb and small land- 
holders and the other for big landholders. 

There should be co-operation between the two banks 

The question whether land mortgage banks should have share capital of their 
own or a Government guarantee m lieu thereof should be settled by the committee 

after considering the opinion given by the whole province. 

Share capital should be available for subscription to the public. In case the 
share capital is noi taken up by the public Government should surely help. 

The maximum period of the loans advanced by land mortgage banka should be 
76 years and the minimum 10 years. The margin between the amount of loans and 
the value of mortgage should be 10 per cent. 

Question 7. — The class of land and its production should form the basis of 
calculating its value. 

In my district the value of land per acre differs according to Ibe crops growm 

on it. 

The factors of valuation are the production and class of the land. 

There is a difference between the price of land obtained in sales by Government 
auction and on a court decree and that obtained by private negotiation. In the former 
ease, the sale is forced, and in the latter a price can be fixed. 

The proportion of the annual net yield of average quality land to its market value 
under normal conditions is Bs. *20 per bigha a year. 

ITT, — ^Intbbtmhnt habit an attraction of capitai.. 

A. — Encouragement of saving and investment habit. 

Question 1. — The existing banking resources are adequate except that co-operative 
banks should be established. 

Question 2. — The condition of the agriculturists in this area being wretched they 
get no chance of saving money. If they save anything anyhow, they invest it in the 
shape of ornaments. 

StTBSOAB Majob Pandit BhoIiA Kath Avasthi. 
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Question 8. — ^When ft sftTing is made it is invested in ornaments. 

Question 4. — ^The people of this area do not like postal cash certificates. 

Question 5. — ^The agriculturists can derive no benefit from post office savings 
banks for want of funds. 

Question 6. — ^The allegation that the rates of interest on postal cash certificates 
and treasurer bills are so favourable as to create competition between Government 
and banks in attracting money is surely true. Such competition is healthy. 

Question 11. — ^The surplus money is spent by the people in this area in money 
transactions or in storing grain. 

Question 12. — ^The agriculturists in the first instance have no surplus funds. If 
they have any surplus in any year it is spent in paying old debtors or in marriages, 
etc. 

Question 13. — ^It is true to a certain extent that in India the banking and 
investment habit is of very slow growth. If Government tries to impress upon the 
people its advantages it would be of much benefit. 


gfjBBlIAfi MaJOB t^ANDIT BhOLA NaTB AVASTHI 
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Babu PARMESHRI DAYAL Sahib, Managen, Chandapur Raj, 

district Rae Bareli. 


Heplies to the questionnaire. 


I. —A GUI CULT DUAL CHEDIT AND CREDIT FACILITIES. 

Part A. — Aqricultural horroioinq for purposes of production. 

Question 1. — Agriculturists generally borrow from village moneylenders and in 
certain villages from co-operative societies. 

If or repayment of earlier debts jjayment of accumulated interest, marriage and 

other social functions, famine and other kinds of distress, payment of land revenue or 
rent, seed, expenses of cultivation, agricultural implements, and purchase of plough or 
other cattle the agriculturist borrows from moneylenders and co-operative societies ; 
and for sinking of wells taqavi is taken from Government. 

It is very difficult, almost impossible, to indicate in what proportion the debt is 
distributed among the above purposes. 

Generally most of the debt that is incurred is in cash. In very few cases it is 
incurred in grain, most of which is utilised for seed and some of it for food. 

^ Generally village moneylenders advance money for short periods, f.e., on the 

condition of realizing it at the time of the next harvest. 

Question 2. — For cash advances the interest is charged at the rate of six pies 
■^er rupee per month. But in special cases the village moneylenders charge one anna per 
rupee per month and often take ten severs of wheat or similar grain for one rupee for 

two months which comes to three or four annas per rupee per month. For loans in kind 

for seed the interest is 50 per cent.; and for other loans in kind in kharif is 60 per 
cent. ; and in rabi 25 per cent. The rates of interest on bonds are calculated six- 
monthly and on seasonal loans at the time of harvest. Otherwise the interest is charged 
annually. In case of non-payment interest is added to the principal. 

The rates of interest m grain are reasonable, but those for loans in cash are 
surely exorbitant. 

Many moneylenders who advance ugahi (on the instalment system) charge four 
annas per ugahi as fee for writing, and at the time of realization the debtor has to 
pay even the fooding charges of the mahajan. 

Question 3. — Whenever security is taken in the case of borrowing for agricultural 
purposes it is taken in land, houses, or ornaments. 

It is correct to say that the better the title to land the greater the indebtedness. 
Petty landlords are more indebted than cultivators. 

The amount of debt secured on land mortgage is increasing. 

Question^ 4. — ^The usual methods in my district of enforcing payment of debt from 
^f^^^culturists is by mutual effort, mutual panchayat, by means of some influential man 
in the vicinity, and lastly by means of the civil court. 

The prevailing rate of grain in the market is not binding on the agriculturist 
and the moneylender. The rate is mutually settled at the time of borrowing or repaying. 

Question 6.— The difficulty experienced in connexion with borrowing under the 
Agriculturists Loans Act and the Land Improvement Act is that at the time of advanc- 
ing faqoui sufficient inquiry cannot often be made into the financial condition and the 
needs of the cultivator for want of time; hence there is difficulty in its realization. 
This defect may be removed by taking lists of persons requiring taqavi separately from 
\he zammdars and the kanungos. If funds permit of an advance of taqavi even to those 
cultivators whose names differ in the lists supplied by the zamindars and the kanungos 
a further inquiry may be made through the tahsildars or naib-tahsildars, and, if it is 
found satisfactory, the taqavi may be given. In that case it is possible that the diffi- 
culty in realization may be reduced. 

Babu Pabmbshbi Dayal. 
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Question 6. — Agriculturists mostly combine in the cultivation of sugarcane. In 
other cases they often share in ploughing. This combination is useful to the cultivators. 

Question 7. — The defects in the present system of agricultural borrowing are that 
agriculturists have to pay more interest and often suffer a loss when they do not 
get a loan. These are due to lack of funds. The best course to remove these is by 
an increase in the number of co-operaiive societies and arrangements for their efficient 
supervision. 


BaBH PaBMB8BB1 DaTMi. 
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Mr. C. D. THOMPSON, M.A., Professor of Economics, 
University of Allahabad. 


Memorandum on agricultural credit and co-operathe banks. 

The co-operative movement is the best method of removing the difficulties of 
ugricnltural credit. But so far it has been impossible to judge its results because it has 
been on so small a scale. It has not been able to influence prices, rates of interest, nor 
custom to any extent. It has not been able to employ really high grade men. 

I wish to make two mam points. The first is that there must be organisation on 
a large scale. The second is that power and responsibility must go together. 

I also wish to make some technical suggestions concerning the length of loans, 
improvements, rates of interest, and dividends. 

1. Large scale organisation . — We should have at least a thousand societies in 
each district where we have a hundred now. If we charge 12 per cent, there should 
he a margin of 6 per cent, foi expenses. If we take only 1 per cent, for the manager’s 
salary, with a working capital of Rs. 1,20,000, for 100 societies (or Rs. 1,200 to a 
Focietyi) we can pay only Rs 100 per month to a manager, but if we lend to 1,000 socie. 
lies we could pay Rs. 1,000 per month to a manager. In this way we could get the very 
highest type of man as a whole-time worker, and give him every incentive to put the 
very best brains and energy into the work. But in fact we would not need to pay so 
much to get the best talent at first. I would favour paying a lower salary and giving 
a percentage on collections. In Allahabad we planned to divide one anna in ten rupees, 
or *625 of 1 per coni, among the stall. But no such plan can work unless there is 
liope of progress and expansion, T consider that a full-time paid manager of h:gh 
calibre with freedom and incentive to organise fresh societies and increase the influence 
of the movement is absolutely necessary. 

In the end we could also reduce the rate of interest, when the competition of 
private bankers force ns to do so. We could get far better work done by our super- 
visors under such a man And we could promote those whose work was best; we could 
promote by merit as fast and as often as the results permitted. Under such a plan, all 
incentive to dishonesty and slackness 'would soon disappear. 

2. Union of 'power and responsihilitif . — At present the directors have the financial 
responsibility, and have to take all the odium of the comparative failure of the co-opera- 
tive movement; but they hav(' no power to take any measures to set things right. They 
have to take orders on all matters of policy from the co-operative department. They 
have no freedom to organise, to finance, to experiment, or even to direct the supervision 
of societies. Either the co-operative department must take all the responsibility for re- 
paving depositors and shareholders or else much more freedom must be given to the 
directors to pav their staff, to supervise, to arrange loans and rates of interest, and to 
pav dividends to societies, within the limits laid down by the Act The present situa- 
tion is intolerable. Personally, T would prefer the seeond solution. Tf good enough 
directors cannot be found in each district, there should be a pro-vincial bank, .and all the 
district banks should be made branches of the provincial hank. But the directors should 
l)e free to pursue a continued poliey with regard to expansion and supervision, and 
not be forced to ehange their poliev with every change in the co-operative department 
as has happened too often. Even if there is a provincial hank, the different district 
banks should not be forced into one mould, but should be free to varv their policies accord- 
ing to the needs of different local ions, and to compete with the praetices of local private 
bankers. 

The co-(»perative department should onlv audit and advise, and of course bring 
to book any cases of actual embezzlement. The auditors should meet the directors 

Mn. C U. Thompson. 
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gularly after each audit, and it should be as necessary for the auditors to answer the 
written questions of the directors as it is for the directors to answer the questions of 
the auditors. 

3. Long loans and rates of interest, — I consider it very important that all loans 
should be for much longer periods, both to cover the periods of depression, and to make 
agricultural improvements possible. I would also suggest that the rates of interest 
should be on a sliding scale, according to promptness of payment, and also according 
to the purpose of the loan. 

Length of loans, — ^It has been our experience that two or three bad years come 
together in the United Provinces. The causes are ver^ diverse, such as drought, rain 
at the wrong time, floods, freezing, hail, hot winds, high winds, locusts, grasshoppers, 
blight, or rust, very low prices for a crop which had the highest price the year before. 
But these troubles never come singly. Both Allahabad and Lucknow Universities are 
investigating the length of these cycles. But without determining the exact length of 
the period, we may lay down a general principle for our guidance. 

When prices are rising loans should be made for a period of about six years to 
cover both the bad years and tiie series of good years to follow. When prices are falling, 
loans should be made for a period long enough to cover two good crop periods and the 
intervening bad period, that is, for about ten years. Loans for all purposes should be 
spread over a number of years, so that the burden of each annual instalment may be 
small. If crops are bad, extensions of time should be freely made by the managers of 
banks, though an attempt should always be made to collect at least the interest. 

In the case of loans for agricultural improvements even a longer time is needed, 
for many improvements cannot yield more than 5 to 10 per cent, annually. Therefore the 
loan must be for 20 years at least, if these improvements are to be made at all. In 
Germany 20 to 50 years were allowed, the annual instalment became light enough to 
pay even in bad years, and the improvements became profitable. 

The rate of interest. — The normal rate of interest should be 15 per cent, as at 
present, until the competition of moneylenders forces it down. But I think the experi- 
ment should be tried of lowering the rate to 12 per cent, whenever the interest and 
the instalment on the principal are both paid in full, keeping the rate at 15 per cent, if 
only the interest is paid, and raising it to 38 per cent, whenever the interest is not 
paid. 

To complete with the hania, banks must be willing to go on lending even if only 
the interest is paid. They must also be willing to lend for all purposes, as the hania 
does. But I would suggest that a lower rate, say 12 per cent., be charged for special 
productive loans, and if the rnoney is spent for any other purpose, the normal rate 
should he^ chargeable. Or a higher rate, say 18 per cent., could be charged regularly 
from specially unproductive loans, such as those for marriages. 

The aim of the movement should not be to reduce indebtedness to zero, but to 
encourage that sort of borrowing which is really an investment in good agricultural 
improvements. 

4. Dividends, — I wish to urge also that dividends should be paid to the mem- 
bers of co-operative societies from the beginning. I think this would be the best kind 
of co-operative education. At present they do not understand what becomes of their 
share money, and feel themselves cheated. They wish to liquidate the society to get 
back their share money. If dividends were paid they would soon realise the meaning 
of thrift, there would be a stricter accounting of the profits of societies, and their rates 
of interest could be raised if necessary. 

6. Equal status of m embers. — A great number of our societies have gone to pieces 
because there were a few well-to-do members who had taken more than 50 per cent, of 
all the loans. The rest feared the joint liability of these wealthier members, who were 
often the least thrifty, and therefore ceased to repay. T would suggest that only men 
of about the same haisiyat be taken into one society, that those with considerable 
prosperity should be considered as a field for the private banker, and that the co-opera- 
tive movement should try to take in all those of average status. 


(For oral evidence, see pages 445 — 455.) 


Me. C. D. Thompson. 
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ORRL EVIDENCE. 


Luclinow, March 5, 1930. 


Present : 


Me. E. a. H. Blunt, c.i.e., o.b.e., i.c.s., m.l.c. 

Rat Bahadur Pandit G. S. Upadhya, b.a. 

Mr. Mohan Lal Sah, m.a., ll.b. 

Dr. Radhakamal Mukerjer, m.a., ph.D. ... 

Dr. L. C. Jain, m.a., ll.b., pK.d. 

Mr. P. M. Kharegat, i.c.s., Registrar, Co-operative Societies, 


Chairman, 

Members. 

\ 

Secretary 

United Provinces, 


(Witness : Mr. C. D. Thompson, m.a., Professor of Economics, University of 

Allahabad.) 


Tlu witness ; I must first of all apologise for not getting my note on co-opera- 
tion ready before. I am sorry for the delay in submitting it. With your permission I 
shall give briefly the substance of my statement. There are just two points that T 
specially wanted to make. I may at the outset say that I am a great believer in the co- 
operative movement. I have great faith in the movement. T believe that the solution 
of many questions lies in the co-operative movement. At the same time I think that 
so far the co-operative movement has been on so small a scale that it has been im- 
possible to judge what its results would really be if we had co-operative societies in a 
great majority of villages. With regard to that there are two main points. The first 
is that there must be organisation on a large scale. The second is that power and 
responsibility must go hand in hand. With regard to the first, personally T think that 
where we have only one hundred societies in the districts, we ought to have at least 
a thousand societies. If we take only 1 per cent, for the manager’s salary with a work- 
ing capital of Rs. 1,20,000 for one hundred societies we can only pay Rs. 100 to the 
ma.nager, but if we lend to one thousand societies we could pay Rs. 1,000 per month 
to a manager. We could get a very good type of man, the best man, as a whole-time 
worker. I would also favour gladly the idea of paying a lower salarv and giving a 
percentage on collections as we have done for a short time at Allahabad. 1 think that 
a full-time paid manager of very high grade is absolutely necessary. We could save 
money in several ways. There will be great many savings by doing it on a larger 
scale. Ultimately it will be possible to reduce the rate of interest. Under such a plan 
all incentive to dishonesty and slackness will soon disappear. 

My second point is in regard to union of power and responsibility. At present I 
feel very strongly that the directors have all the financial responsibility, have to take 
all the blame for the failure of the movement and • at the same time have no power prac- 
tically to set things right. They have to take orders on all matters of poliev from 
the co-operative department. While 1 appreciate greatlv the efforts which the co-operative 
department has been making, I know it is really a thing which has grown up gradually 
without air^ one realising it. At present the state of affairs is that we '"an bardlv 
decide anything. The powers are nil decided for ns hv the co-operative department. 
We are given orders and we are told that we must do this arni that. We have no free- 
dom to organise, to finance, to experiment or even to direct the supervision of societies? 
T feel that either the co-operative department must take all the responsibility for re- 
paying depositors and shareholders, or else much more freedom should be given to the 
directors to supervise, to organise loans and rates of interest, to pay dividends, to 
, make policies and carry them out eonsisteptlv. The present situation appears to me 
to be intolerable for any self-respecting man to go on as director. Most of the men 
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i^ho remain as directors do so because of their love for the movement, because they 
believe that ultimately they will be able to accomplish something, or else they have some 
personal interest in remaining. I quite realise that the directors will make many mis- 
takes, they have quarrelled with one another and they have many faults, if good direc- 
tors cannot be found in each district there should be a provincial bank and all the 

district banks should be made branches of ihe provincial bank. In any case the direc- 
tors should be free to pursue a continued policy with regard to expansion and super- 
vision. 1 do not wish to go into details. But I see that the policy with regard to 
supervision and expansion has changed almost every time there has been a change of 
Registrar. When we have been going on with one experiment we have been asked to 
stop . it ; all organisation is stopped and nearly every lime a fresh Registrar has come 
he thinks he has the right to change the system. It is not his fault, — it is the fault of 
the system, if anything. Even if there is a provincial bank and different branches 

ihere must be some freedom wih regard to different districts, — for example, the policies 
of private banks and moneylenders are different in different districts and the policy of 
the banks must vary accordingly in different districts. I personally feel that the co- 
operative department should only audit and advise and, of course, bring to book any 
cases of actual embezzlement. The auditors should meet the directors after each audit 
and answer the questions of the directors. In the same way the directors should also 
answer the questions of the auditors. I think by tliis arrangement we can come to 
much better understanding if we did something of that kind. At present there has been 
serious misunderstanding regarding some of the instructions to the auditors. 

These are my main suggestions. Others are matters of technique. The first is 
the length of loan about which I wrote a paper some years ago and the Registrar was 
good enough to permit loans to be lengthened. But I feel that they ought to be 
lengthened still more. I find that in the United Provinces two or three bad years always 

come together. I feel that the loan should be long enough to cover good periods and 

bad periods, and I would suggest that when the prices are rising the loan should be for 
a period of about six years to cover both the bad years and the series of good years to 
follow. When prices are falling loans should be made for a period long enough to cover 
two good periods and the intervening bad period, t.6., for about ten years. I believe 
that for all purposes the loan should be spread over a number of years so as to make 
the burden of annual instalments as small as possible. If crops are bad an extension 
of time should be freely given. In the case of loans for agricultural 
improvements even longer time is necessary, for many agricultural improvements can- 
not possibly yield more than 5 to 10 per cent, annually. If the period of the loan is 
not longer it is impossible to make such improvements. Therefore I think the loan should 
be for at least 20 years. In Germany loans are made for 20 to 50 years. Then the 
annual instalment will become light enough to pay even in bad years, and the improve- 
ments become profitable. 

I have a suggestion to make about the rate of interest. If we fix the rate of 
interest at 16 per cent., then it would be possible to lower it to 12 per cent, whenever 
both the principal instalment and the interest are paid. It should be kept at 15 per 
cent, if only the interest is paid. By having the interest on a sliding scale in this way 
T think there will be great incentive towards regular payments. I think we might also 
make a difference between loans made for productive purposes and loans made for other 
purposes. I think we should make loans for all purposes to compete with the bankers 
and lower the rate of interest for productive purposes. Tf the money is not used for 
that purpose we could immediately charge a higher rate. 

T have one minor suggestion to make with regard to dividends. Tt should he paid 
to the members of co-operative societies from the beginning. T think this would be 
the best kind of co-operative education. At present they do not understand what be- 
comes of their share money. They feel themselves cheated. If dividends are paid they 
will soon realise the meaning of thrift, there would be a stricter accoiiptingr of the profits of 
societies and their rates of interest could be raised, if necessary. I need not go into 
the details. 

One other im^fgestion that T have to rrake is that so far as possible societies should 
ipclnde members of the same status because* many of the societies have gone to pieces 
because there have been two or three well-to-do men who had taken more than 50 per 
cent, of all the loans. I think we should leave men who are much above the average to 
the moneylender. That will be his field. We should take in all men of the same status 
in the same co-operative societies. 

Mb, C. B. T^ompsob, 



( ) 


Rai Bahadur Bandit G. 8. Upadhya : There are many good suggestions. Perhaps 
if we follow them we will be much better off. But they require a little more elucidation. 
For instance, there is the question of large scale organisation. Supposing the existing , 
society in a village has got only 20 members (the average for the province is only 24) 
while the villages have so many dozens of residents. If the societies embraced most of 
the residents of the village the difficulty w.ll be solved instead of making new organisa- 
tions. 1 suggest that instead of having 20 or 24 lueinbers for each of the Jjfundred 
societies we have 90 or more members. It will include the whole of the village. Will 
that not be better from the co-operative point of view? — 1 think it is absolutely essential 
to do both things. I think that all villages in a certain area must be taken in before the 
real effect of the co-operative movement is seen. Also men of the same status in one 
village should be taken in. 1 thoroughly approve of the policy of the Co-operative de- 
partment of concentrating hi two or three districts to see what can be done there. But 
1 believe that as far as possible they can cover all the villages in that area. It is not 
sufficient tc have one big society in one big village. 

I think you will agree that the quality of the society should be perhaps more 
stressed than the quantity. If there is a better co-operative spirit created and if there 
be better education in a number of societies in a particular area will not the movement 
spread by its own momentum rather than by having thousands of societies of a very 
different type? — I believe if we had some of our best M.A. students going into these 
areas, the best men who have worked from the bott(jm with or without training, these 
men by simply going into the villages would inspire confidence. I might say that I 
would have these high-paid managers go into t?he districts instead of spending their whole 
time in office in looking into the accounts. That could be done by a clerk or account- 
ant. A great deal has been talked about education. All this amounts to very little. 
Practical education is what these village p<;ople understand. T am in favour of literary 
education. But it should go hand in hand with business education. I believe that if 
the business is run in a businesslike way that will be the best education. I suggest 
that the paying of dividends will be one form of education. 

I use the word co-operative education. I mean to say that the present system 
of CO operative societies is somewhat foreign. It is not so very suitable to the genius 
of the people. Their own business methods are so different from the methods adopted 
in our co-operative system. As long as the present system continues we have to educate 
every individual member into the technique of co-operation. That is what T mean by 
education. — T think we must adjust our methods to those of the village money- 
lender. I agree in the present system there is more centralisation. 

If the system were decentralised and if we adopted the system of the village money- 
lender probably we shall be better off. But we have to think of the people whom we can 
get on the spot, who have to lead the people and educate them. I have been appealing 
to the M.A. students of the Benares Hindu Universitv and other universities, but not 
with success. They do not like to go and stay in villages. The moment that is made 
possible we hand over the whole thing to them. — (Witness) At present our best students 
are discouraged by the want of prospects. T know of an M.A. student who has become 
verv discouraged because he found he had no prospects at all. Under the plan sng* 
gested bv me there will be no limit to the prospects before them. It will depend upon 
the kind of work he will be able to do. We have to take into consideration the start- 
ing pay. 

Tn the beginning they have to be satisfied with the start that the department 
gives because they have no practical experience of the work. They must first of all 
show their merits and worth and then they will have better prospects. — (Witness) They 
are discouraged on account of the ultimate prospects. I do not think they are unwilling 
to go to the villages. 

Now as regards supervision. You know what the report of the Oakden Commit- 
tee was. The department acted in accordance with the resolution of the Government. 
The Government reviewed the committee^ report and they asked ns to act accordingly. 
The old system was tried for 20 years. The committee said that when supervision was 
under the banks it was neglected. That is what the committee said. Therefore thev 
recommended that another system should be tried. — (Witness) Tt has been our experience 
that it has been made worse since. 

T do not know if your bank is provincialisq^. For how long has it been? 

Mr. Kharegat : Perhaps 18 months, 

Mr, C. P, 
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Bai Bahadur Pandit G. 8, Upadhya : You think it has become worse so far as 
supervision goes?— All I can say is that less money has been collected than was collected 
before even in the worst years. The supervisors have been spending most of their time 
reporting under section 36 instead of doing the work that we would have desired and in- 
structed them to do. We have been entirely unable to keep in touch with them, because 
they have not been permitted to come and consult us as frequently as we desire. 

Jfay I tell you that it is perhaps not quite correct to say that hey have not been 
perm -tied to do sov There is a circular laying down that they should freely consult the 
directors and go freely into the villages and guide the movement. — (Witness) It is very 
dif&cuH for most of the directors to go into the villages freely. We wanted to call them 
to the cities 

Whenever they come to the cities it is their duty, once a month at least, that they 
should go and consult the directors. — (Witness) We wanted them to come once in a 
week and we received a very curt reply to that. 

Don’t you think that it is better that they spend their time in the villages? — 
Certainly they should spend their time in the villages, doing what the directors would 
like them to do and acting along the lines suggested by the directors. We have found 
that the tendency is that instead of trying to re-organise the societies they simply report 
them for liquidation. That is a far easier thing for them to do. 

But the department does not accept those recommendations. The circular referred 
to by me lays down that they have to prepare a certain number of statements which 
they never like to do. — (Witness) Our bank had to protest very strongly to get some of 
these things done. 

No society can be liquidated without the consent of the department even if the 
report is sent up. — (Witness) It was only after our protest that the report began coming 
to us. 

I started with the question of the policy of putting the supervision under the de- 
partment. This was done on the recommendation of the Oakden Committee with the 
approval of the Government. — (Witness) I know that. But I still feel that it is not 
possible that we should be responsible to the shareholders and depositors for the 'money 

and at the same time receive orders from men who are not responsible for a single 

pie. 

Orders about the advancement of loans? — Orders about very many things. These 
orders do not come in the form of suggestions or advice. They frequently say that the 
directors should do this or that. 

It is the fault of the particular persons. — (Witness) The auditor tells us that we 

should write off all the debts which he anticipates would become bad in the next ten 

years. 

You are talking of some particular case? — ^If such statements became public I 
think all confidence in the co-perative movement will be lost. 

It must be the fault of particular persons. — (Witness) They say that so many 
thousand rupees are 16 per cent, good, so many 18 per cent., good and so many 10 per 
cent good. In this way they calculate the total which might possibly become bad 
debt, with which we , do not agree at all. I maintain that no bank in the world can 
exist if it carried on business in that way. 

Supposing their advice is not quite correct it may be i ejected. 

Mr. Khareaat : Do they say that the bad debts should be written off? — ^They have 
told UB ior two years and we have objected to that in our complaint. 

I do not think it is correct. — (Witness) I object to their even putting in the 
debt statement that so much amount is bad debt. That may become bad debt in the 
^uture, but we do not consider all of it bad debt. If their statement became public if will 
undermine the public confidence in the bank. 

Do yon think that probable bad debts should appear in the balance-sheet to be 
certified by government anditors? — ^I think that all joint-stock banks do that to a certain 
extent But we do not consider that most of these are probable bad debts and we 
fonsider that we conld manage to collect some of them. 

Rai Bahadvr Pandit Q. 8. Upadhya : Do yon remember that, if I remember aright, 

wher ^became for the first time Director of the Allahabad District Go-opfriSive 

Bank be distributed Es. 90,000, a large part of which became bad debt, that it conld 
not be recovered for successive years ^^me amount will always have to be written 
off. 

G. D. T^oMPfon, 
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Bnpees 90,<M0 were distributed imd he never coneulted the directors.^ Wftneie) TbaM 
is the kind of thing which the Co-operative department shoiild bring to t]^ imtice oC 
4he directors and ask them to take action. 

It is not the department’s duty to distribute money No, 01 course, 
our bank suffered from very many of these things. I really believe that it would be 
^better to let two or three banks smash altogether and let the directors learn to manage 
their affairs properly. 

Mr, Kharegat : Have you read about the affairs of the Sandila Bank? They have 
lost heavily and have applied to the Government for Bs. 66,000 to make good the los8.--i- 
•{Witness) I have not heard about the Sandila Bank. I am not on the working com- 
mittee, and so I cannot say anything about the Sandila Bank* I Ihink th§ Govenuneol 
ishould either take the responsibility for the whole matter or allow the directors to have it. 

Are you aware of the fact that the same system to which you are objecting here 
"has worked successfully in the Punjab for the last fifty years or more ? — Jn Gie Punj^ 
Mr* Brayne in his district has increased the number of societies to 900 within the last 
four or five years. I understand that in the Punjab they allow a great deal of freedom* 
tor example, in the extension of loans, organisation, etc. They have far more freedom 
there than we have here. 

Their system is that what we call supervisors arg under the control of a com- 
mittee appointed by all the banks jointly. This is exactly what we have done here ! 
we have only followed their system. ,If that has worked successfully there why dfie^d 
it not work successfully here? The directors have identically the same powers in both 
cases. — (Witness) Personally I do not think that they have the same powers, ’^en our 
hanks became provincialised we were told that we would be controlling supervisors as 
much as before. In practice supervisors consider themselves to be the officials of the 
department and think themselves much more independent of us than before. We ought 
to be able to promote our own men. We havU| complaints of training. We find men 
coming who cannot even calculate simple cases of interest. When our men who have 
worked for five or ten years are recommended for training they are not admitted. The 
lesult is that they have given up the work or become dishonest because they could not 
stand the strain. These men know our business and would have been far better than 
the men we have got. 

Bat Bahadur Pandit 0. 8, Upadhya : May I inform you that supervisors are not 
under the department? I am sorry that you do not know the constitution. They are 
under the Provincial Co-operative Union of which the members are directors. We cannot 
pass one single order about the supervisors without consulting them. — (Witness) I am 
well aware of that. But, at the same time, when we wish to do anything witii regard 
to the supervisors we receive an answer from the assistant registrar. Then when we 
try to appeal over his head again we receive an answer from the department. I think 
that they are nominally under the Union. The Union is only a mouthpiece of the 
departmex^t. 

You know that this provincial union has got an executive committee which sits 
every month. The registrar and the deputy registrar are no doubt its members, but’ 
the remaining five members are directors. Every month they take into consideration 
every case of supervisors and they pass orders, and assistant registrars mad inspeetotb 
carry out the orders of the executive committee. — (Witness) I hope that they will not loass 
standing orders applicable to every district in the same way, but that they will allow 
some flexibility. 

We will welcome every suggestion.— fWfiness) I think this constitution mity in 
time woric out better. I do not understand, however, why the banks have been deprived 
of their paid managers. I still feel that a full-t^e paid manager is eseantiaf to the 
bank. The supervision in the district should not be done only by the inspector who 
himself has a limited outlook and knows possibly the way increadhg; hh salary.* 
There must be some man whose promotion and advancement depend upon his own go^ 
work in supervising these banks. We had an inspector who b^ame ill owing to over* 
work, bnt after that we could not expect him to< go on working. 

The present system does not deprive the uanl^ of ^e right of entertaining a 
manager if they like. It Is a question ei finance. If you can have a msam^ pn 
Ks. 100 I do not say that you should not have him. It is only our suggest^ limt 
work, haying been taken away from the manager, he has only dm 
finance.— Witness) I can say that we were tbtd categorically that we could Jeeep our 
Mr* 0. D. Thobctsoh. ‘ / 
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bttt that iia must become a supervisor and bis pay v^as reduced* A very alirongi 
IbjecMou was made to our keeping him as our manager. Practically the terms under 
which we became provincialised were dictated to us. 

The next questiim is about long loans. You know that every bai^ gets deposits 
IcH* three ytors* How is it then possible for it to give loans for long periods ?~We have 
long-term deposits friaii five yeats to seven years. Moreover, we do not anticipate that 
our deposits will fall to such an extent that we will not get sufficient deposits. We haVe- 
to prooeed cm the assumption that we will continue to get deposits. 

win it be a soupd banking proposition that you get deposits for seven years and 
vou give loans for twenty years?-— It has proved sound elsewhere. If I mistake not^ 
it has been advocated by a good many more responsible men than myself. 

MK Khuttffai: Don't you think that you are mixing up two different questions? 
One hi land mortgage banks and the other short-term banks for agricultural operations. 
fS?he ttrd Ure quite different. Perhaps you are aware of the fact that all the committees- 
that have sat m other provinces, namely, Madras, Burma, etc., have strongly recommended 
that the two should be kept entirely espatate and distinct, and that the two should be“ 
run side by side, if possible. That being so, would you not say that the difficulty is 
more because we have not got land morl^age banks, and that is W'hy we are at present 
advancing for too short a period? — think land mortgage banks would be very good 
for zamindaTB and some of the better class tenants, but not for the average men who are 
the clients of the co-operative banks. I hope that under the new Oudh Bent Act and" 
the Agra Tenancy Act a tenant will be able to make agricultural improvements and that 
we wul be able to assist him. I believe that under the peculiar climatic conditions that 
we have here it is necessary that the loan for agricultural operations should cover a consider- 
able number of years. 

Rai Bahadur Pandit G, 8. Upadhya : We are in sympathy with that view. We 
are only putting it to you whether it is a sound banking policy. You refer to loans being 
given f6r 50 years in Germany. So far as I know it is the land mortgage banks which* 
hdvaueed loans fbr 50 to 60 years.-^Cl^^ftnws) Societies also do that. 

the Chairman : For what purpose are such loans taken ? — ^For building pakka wells- 
and so on. The improvement itself can be taken as security, if necessary. It was for 
Something which was considered to be a permanent improvement. 

Mortgage on a well? 

Rai Bahadur Pandit G. S. Upadhya ; A pakka well, as you know, is not owned! 
by a tenant unless be is an occupancy tenant.---(prttne5s) Of course, I quite realise that 
that will be the difficulty unless we have consolidated holdings. Even then I think it may 
be possible for the co-operative bank to build a well. 

It is a difficult thing. 

Mr. Kharegat : And charge irrigation fees? — ^Yes. 

Rai Bahadur iPandit G. S, Upadhya : This difficulty can only be solved by a change 
in the tenancy law, — (Witness) There are difficulties. But I believe that ail our present 
difficulties would have been less if the actual burden of payment had been less. 

In Idle case of seed also you would lei the loan be spread over a period of several 
years? Don't you think that the loan for seed should be payable at the harvest time 
which would be much better for the borrower as well as for the society he wants 
to pay by all means, permit him to pay. That must be the undefstanding. Suppose 
when ha has a good teen and he wants instead to make improvements such ab to buy 
better ploughs or cattle or some agriculttral machinery, then I think he should be 
znitted to use that surplus. At present if he does try to be honest and pay his surplus 
is taken in paying the debt. I want him to have a surplus in good years. Thete should 
be more leniency when it is required and more strictness when it is not required^ 

Mr, khafegat : Do you think that there Would be this danger that the ordinary 
cultivator, if he has not got fe pay his loan and has got Ibis of money, instead Of landing 
it on purchasing ploughs ahid so .on or making improvimnents buch as you. mention, he 
may squander it by going <m pilaximages m on leedhCg the foahmlus ot on martiages* 
etc,?— Se is likely to hwre marriages. But as I ha^ pointhl out two ot three good 
j^ars bO|Ue togetn^. X mini; that when good n^eut Itlm their heart reatfy In il, go 
Ida. G. t>* THomoK. 
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viikge»y b» %l^le to pesouodo bl«a 4so afi»id ovor ogkioillli^^ 

tnoittg. Bie w^Mil feel mii^ laoie ot home if it is do&e tiiuit way ^nA he tdfi htim moi^ 
ei»j£d€tice he «s» 

The Chairman: I ilmderstand what you want is that what norhaaily Irould he 
regarded as a short-term loan should be treated as a lorg-term loan in partieuto ciMtin* 
stances^ — ^Yes. 

In other wozds» you would let him go on with a loan for seed and use ^ soiipl^ 
for some ether purpose. Would it not be better to pay oft the debt for the se^ uod 
borrow for other purposes ?— The difficulty with that is that so often the banhs have 
said that we cannot give you fresh loans until the old one is paid o& entirely. 

If this is not the policy of a bank t should regard it as wrong. Apart tixm 
d^artmental interference do you consider ^at it would be desirable that a loan icf 
seed whkffi is definitely for a shorb term, should be turned into a long-term loan?— -I 
think in practice the man will find it much easier because he will have money for Oth^ 
purposes at the same time. If he has a small amount to pay he will get into the habit 
of paying and be will be proud of the fact that he has paid. 

Ton contemplate that he should not pay in each year? — I contemplate that he should 
not have to pay a fixed amount regularly each year. 

You want him to pay in instalments ?— -Yes, I Believe that if he gets into tMa 
regular habit of paying he w»:ll understand the whole co-operative movement much b^ter. 

What you want is that the loan should be repayable in instalments, short or long?-^ 
Yes, I want the loan to run on just as it is with the tama. 

All the evidence before us suggests that most of the indebtednese is due to the 
fact that the hania allows loans to run on?-— Of course, he charges a very high rato oi 
interest and the indebtedness is due to that fact. 

He charges a high rate of interest, and,J;hat is why he allows loans to run on; 
he does not want the man to get out of debt,r-tl^^f^^«) In the case of a co-operative 

society we have a lower rate of interest and so this thing will not happen here. 

Rai Bahadur Pandit 0. 8. Upadhya : Instalments are fixed on every loan given by 
a co-operative society. — (Witness) They have been so high that in a bad y^ar the man 
finds it difficult to pay. 

Dr. Radhakamal Mvkerjee : Yon want these instalments to be spread over a longer 
period? 

The Chairman : I think you will admit that the length of a loan should be related 
to the life of the objects for which it is taken? — ^I would have the length of loans diEerent 
for different purposes. 

As it is, the life of a loan for seed is precisely six months? — Because Of OUT 
peculiar climatic conditions a farmer’s period is not one year. The period is sometiimg 
like five or six years. 

My experience is that it works out roughly as two bad years in tenr— 1927-2B, 
1907-08, and 1897-98. — (Wiinm) Village pec^Ie claim five bad years in tea, but I thihk 
t^t there are three bad years in ten. They are for three years in difficulty. 

Of course, the third is a year of recovery. — (Witness) Somtimes the three, years 
com<^ in succession. 

You were talking about the necessity for co-operative education and referr^ speolaPy 
to the Government. I suggest that it is true that we have, by maintaining law ana 
order, by revenue legislation and various other things, improved^ the land*ho!der»* ci^it. 
Having done that, what we have not done at the same time is to teach fhexn how to 
use their credit. We all know that everybody blames the Government tor the povwfty of 
India. One school of thought cells the Government Satanic : the other calls It benign. 
They both call it misguided, and they bdfh blame it in different w#i I suggest that 
the right t>Iame is that it has not gone ag fast ^be xfientat and inbra!^ as on the 
material side. There has been no uplift ei^er tnental or moral, isth^e there has been 
material uplift.—- (Wtf ness) With regaid to eo^^ratlve education I toeant that it s^ujd 
be alo^ business lines* ^ 

Tes. it should be so.— (Witness) : I thtoh that in the ease of oo*<^^6eatic«yi agree 
with you entirely that the Goremumt hat gone too far in obe line* ; ; ^ ^ 

the beet type of education h ocHipera^ It is getieia^ ttu^ 
school education, that we have impiuved bito materially and ^t 
Ma. p. B. Tboufsow, 
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The result is that the material benefit has no been properly used but has been misused. 
Ihe t-esult is the opposite of what we intended . — (Witness : I do think that the primary 
education has not kept pace with education in character. I am afraid there has been 
very little of it. So far as I can see, in every country of the world to-day they are all 
in doubt as to what the best form of education is with regard to producing character. 

I want to point out another fallacy. It is quite common talk that debt 

IS in some way connected with poverty. Because you are poor, you borrow. The 
people have divided opinion on it. We have to consider whether debt causes poverty, or 
poverty causes debt. My opinion is that we can not say that one is the cause of the other. 
What really matters is the fact that he borrows and does not repay. — (Witness) : There 
IS one point that I omitted to mention before, and this is about the aim of the co-optrative 
movement. I do feel that the farmers in all countries because of their co-operation 
will always have debts. The point is to turn the indebtedness in the right direction. 
I do not think that it will decrease. 1 think it will increase, but it will be more of 
productive purposes. 

There are five fallacies. The first is that agricultural debt is something 

to be deplored. As a matter of fact, it is absolutely inevitable. Another is that 

^verty causes debt It is the failure to pay back the debt that causes poverty. 

The third point is Government’s failure to progress along all lines. The fourth is that 
the whole responsibility for the indebtedness of India and for the poverty of India lies 
at the door of the moneylender. That strikes me as absolutely ridiculous. He has got 
his trade and he wants to make a good investment. — i{Witness) I can say from the 
evidence of my students that in some cases the moneylender is cheating the debtor 
very badly. When once a man gets into debt it is very difficult for him to get out of 
his hands. 

I admit that he is unprincipled. But I refuse to believe that he is unintelligible. 
I think that the moneylender’s rate of interest is very often justifiable profit, — (Witness) 
What I made clear was that it was not the sole cause of indebtedness. 

The fifth point is that when people talk about agricultural debt, nine times out 
of ten they mean not agricultural debt proper but the debt of an agriculturist. What 
has marriage got to do with agriculture or debts raised for social purposes, ancestral debts 
or liti^tion? — ^That is entirely due to custom. 

That has a practical bearing. To take only one point : it is perfectly plausible to 
urge that a remedy for agricultural indebtedness is that Government should in some 
way or other provide or cause to be provided cheaper credit. We cannot expect them 
to provide credit for marriage. — iWitnsss) Marriage is due to custom. I feel that, as long 
as that custom is not altered in some way, a man will have to borrow for that custom. 
The co-operative societies ought to try to finance him. If practically all the caste fellows 
of a person are members of a co-operative society then there would be pressure very much 
against higher expenditure for marriages. 

In discussing the question of debt one has to remember that a whole lot of it 
need not be there. If it was not the custom, you are quite entitled to say that at all 
events two different types of debt ought to be recorded. You cannot mix the two up. — 
(Witness) I want to make one practical suggestion in this connection. This year there 
has been an unusual number of marriages because the people anticipated the Sarda Act. 
If it is true, there ought to be fewer marriages in the next two years. I think it might 
be possible for the co-operative department to take advantage of thaf. 

Bat Bahadur Pandit G. S, Upadhya : May I ask you one question ? Our inquiries 
in the villages have shown that the lower caste people do not spend extravagantly over 
marriages. It is only the higher caste people such as Thakurs, Brahmins, etc., that 
spend large sums of money. What is the reason of that? In our societies Kurmis and 
lower caste people do not spend a large amount of money over marriages. They generally 
spend Es. 10 or so. — (Witness) : I have found that Chamars and Pasis spend a good deal 
over their marriages, say, Ks. 200 or Es. 800, 

Is that 8o?--Of Ciiurse, these people whom I know well personally are those who 
have relations working in the cities. It may not be true away from the cities. 

The Chairman : What actually happens is that quite a number of lower castes* 
wedding expenses are nothing at all. In a large number of cases, instead of getting a 
dowry it is a question of pajing the bride’s price. It is the other party that has to pay. 
Mb. C. D. Thompson. 
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Another point is that in a great many castes a considerable amount of marriage debt 
that may be incurred is repaid almost immediately out of the presents receivM from 
relatives and friends. — (Witness) :They have to borrow for two or throe weeks* and they 
get it back from their caste fellows. Moreover, I have found that when they say that 
they have spent Bs. 100 to Bs. 200 in their marriages, almost half of that is spent on 
kitchen utensils, and that is a good investment. 

Dr, RadhaUamal Mukerjee : Our aim should be to make repayment of debt more 
and more regular and thus to remove indebtedness. We have come across some cases 
where there cannot be any repayment of debt. Don’t you think there are economic causes 
which make repayment of debt absolutely impossible? For instance, in our surveys we 
have found that in the villages something like one-half or one-third of the holdings are 
undersized. Thus debts which are accumulated cannot be paid up at all. Here are con- 
ditions which we have come across in different parts of the province which would make 
repayment of debts absolutely impossible. Well, here you cannot attribute the inability 
to repay debt to social customs or txtravegance to the simple fact that the holding 
is such that the debt cannot be wiped out. — (Witness) I found that in most cases where 
the holding is small there is usually a brother or a cousin working in the city for wages 
and they work in this way that the man who is in the city sends out his money to his 
village to pay off his moneylenders there. And the- than in the village sends grain to 
be eaten in the city. But I have found comparatively few cases of small holdings, where 
there was not some connexion with the labourer in the city. If there are such cases 
it seems to me that it is simply a question of the population being too great. 

This is a very important problem with us. The problem might be solved by rapid 
industrialisation, by emigration, or by the opening out of new occupations or subsidiary 
industries in connexion with agriculture. But if the pressure of the population is such 
that there is a large number of undersized holdings in the village which cannot pay back 
the accumulated burden of debt, how do you think, agriculturally speaking, we should 
tackle this? — I should say in that case, of course, the population problem is too difficult 
to deal with entirely here, but the immediate practical suggestion that I would make 
is that there must be a labour exchange, and that people whose holdings are really too 
small and who have no other resources must be handled by industries which should be 
started and should try to get them employed. I think there is emigratioiu from almost 
every district in the United Provinces to other districts. 

The Chairman : Might I suggest that if things were as bad as my friend paints them 
probably most of the people would be dead? — ^When pressure is as bad as that they do 
die ultimately. 

I am not talking of what they actually do, but of what they would do if things 
were so bad. — (Witness) It is possible for a large number of people to sink down to a 
lower level. 

Sinking from landlord to tenant is one thing and from tenant to labourer is another. 
The only possible solution is intensive cultivation? — I know of cases where a whole 
mahal of Chamars had moved to the Punjab. They have small holdings of land. 

Dr Radhakamal Mukerjee : Do you think we can put some kind of restriction on 
the sub-division of small holdings? Yon probably know the law in most countries in 
Europe and you also know the line of legislation which they are attempting in Bombay. — 
(Witness) I can only say that holdings will differ in every district from any other part. 
I think it may be possible to make it illegal to divide a holding beyond a certain amount. 
Perhaps it would be possible for the co-operative society to lend to the man who keeps 
the land enough to pay off the shares of the other three broljhers and then they shonld 
go out and find work wherever they can. 

You want a system like what they have in Germany. A man who inherits wifi 
compensate the other brothers and the co-operative hank will finance this man? 

The Chairman : But there is obviously a great restriction to that. Yon have fottr 
people on a farm and only one stays there and the other three go out to work, but they 
do not find it, or, if you prefer it, they find their work but they have got to be paid 
their compensation. Where is that man going to get his compensation from? It must 
bo from that one holdirkg. Economically, you have not made the thing any better. There 
are still four people being supported from the same piece of land unless they can find 
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wftges tom elsewhere.—- Ifc may be better la this way that this man can deter- 
mine what to do with his land. He can sell it if he wishes. 

Might we not also get the difficulty that he would refuse to leave and go elsewhere? 
I am getting at the practical difficulty. What I want to suggest is that ^1 these things 
involve force applied by somebody, and that it is going to be extremely difficult to apply 
force which means the breaking of the Hindu joint family system. — (Witness) : Ultimately 
I think the economic forces will be stronger than any other force. The action of the 
economic forces is very cruel and may bo alleviated by very careful experiment. 

Personally, I think industrialisation is the best way. — (Witness) I think so, too, and 
that is why I suggested a labour exchange which should try to find employment for those 
whose holdings are too small. ^ ^ 

As a matter of fact, my friend Dr. Mukerjee always insists on this particular 
point, though it is really outside our purview altogether. What we have to do is to find 
credit, not to cure poverty. — (Witness) I think the real solution for poverty is agricultural 
improvement. 

Exactly, and that means practically intensive cultivation. There can be no ex- 
tensive cultivation because there is nothing to extend to. The area of land available for 
cultivation which is not cultivated is so small that it is almost negHgihJe.-^(Witness) 
Yes, it means better seed, better plough, better animals, better marketing. 

And they all mean better credit and better distributed credit. — (Witness) Yes. They 
all mean better credit and more credit on the whole. 

Dr. Radhakamal Mukerjee : Do you think that intensive farming can be practised 
where the holdings are only one acre or one-third of an acre? — I can only say that in the 
Allahabad village I think the average size for an average man is 10 bighas, but in some 
others I think it is 6 bighas, or even 3 bighas would be enough for a family. 

The Chairmok : May I also suggest that Kachhis would make a living on 2^ 
bighas, whereas a Chamar or a Thakur could not live on that at all, simply because his 
cultivation is intensive to a degree? — believe the Kachhis and Kurmis are harder 
workers than the others. 

Dr, Radhakamal Mukerjee : In other words, he would have to become a horticnl- 
turist rather ihan an agriculturist to make his living ? 

Mr, Sah : Do you think the proportion of uneconomic holdings is very large? — 
It has not been my experience that it has been very large in a district where immigration 
is going on rapidly. 

So that the natural laws make the uneconomic holdings into economic ones?—- They 
tend to. But it takes time to work and it works with friction. 

This joint Hindu family system also restricts to some extent sub-divfsion of a 
Iwld'ng? — I think it does. T think it makes still greater difficulty among the landholders 
where you cannot get anything done in a village because it belongs to so many landlords 
and you cannot get permission to do anything. 

The Chairman : As a matter of fact, the question is much more serious in respect 
of the landlord than in respect of the tenant. 

Mr, Sah : The agriculturist requires two sorts of loans : one long-term for 
permanent improvement of land and for the repayment of debt, and the oliier short-term 
lor carrying on agricultural improvement, and you know that these tenants, unless 
they have a teansferable right, could not get long-term credit either from co-operative 
•ocieties or tom land mortgage banks. Would you not favour a system whereby a 
tenant’s life may be insured and he might be insu^ for the amount of his debt and the 
aecumulaited interest, say, for 15 years or so, and the annual amount of instalment that 
the tenant may be made to pay would be the amount of premium that he would be 
required to pay?—! have not thought of this before. It sounds hopeful, but the difficulty 
which at once suggests itself is suj^osing that he does not pay his premium. It comes 
to this that this is another way to make him pay regularly. 

Supposing he wants Bs. 1,600 and the interest is 10 per eeat. So fer ten years the 
interest is another thousand. He insures his life for Be. 2,000, and this life insuiiMafse is 
Migned to the land mortgage bank or any other With regard to such 

suggestions my answer would be that an experiment should be tried, as far as possible^ 
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iot a number of adjoining villages, perhaps for a whole tahsil, and we should try to find 
out whether it has more effect on the psychology of the person by making him pay more 
regularly than some system like mine. 

In your note you say that only men of about the same haisiyat be taken into one 
society, wA that tttose with oonsiderable property should be considered as a Md for the 
(private banker. Wnat do yon mean by considerable amoupt? — ^In most cases it has been 
the petty landlord. The men who have joined the society are those landlords who were 
rather on their last legs and they have caused the society a lot of trouble. It has been 
my experience that one of the most dangerous things is to admit three or four petty 
landlords into a etx;iety with a number of average tenants. 

(The Ohairma/i thanked the witness, who withdrew.) 
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Mr. DAYA SHANKAR DUBBY, B.A., LL.B., Lecturer In: 
Economics, University of Ailahsdad. 


Replies to the questionnaire. 


I. — ^Agricultural credit and credit faoilitibb. 

Part A . — Agricultural borrowing for purposes of production. 

Question 7.— The main defects of the system of agricultural borrowings in my- 
opinion, are as follows : — 

(i) The money market in rural areas has not been well organised and has not beexv 

well linked with the market in urban areas. 

(ii) There is no agency to compete with the moneylenders and there is very little^ 

competition amongst the village moneylenders themselves. 

These moneylenders have very limited resources of their own and enjoy a sort of 
moncpoly in their own locality, while, on the other hand, the borrowers are many, 
their needs are great and so they have very often to pay a very high rate of interest which 
is sometimes usurious. Village moneylenders have full knowledge of the condition of the 
people of the locality and they know very well their clients are in very great need of 
money. They take full advantage of the inferior economic position and needs of the 
people and at such times refuse to lend at ordinary rates of interest. Frequently money 
has been advanced on the security of ornaments at one anna per rupee per month (i.e, 
76 jjer cent, per annum) or more. In many cases the rates of interest vary not in pro- 
portion to the risks involved but in proportion to the intensity of the needs of borrowers. 

If somehow the monopoly of village moneylenders is broken and money can be made 
to flow from urban to rural areas easily, agriculturists would be able to borrow money 
on reasonable terms and one of the^ great difficulties of Indian agriculturists would be 
overcome. The starting of co-operative credit societies has been instrumental to some 
extent in breaking the monopoly of village moneylenders and so it has been successful 
in reducing, even though slightly, the rate of interest in rural areas. The number of 
co-operative credit societies is very small and they lend only to their members mostly for 
productive purposes and for a short time; therefore the vast majority of people have 
remained directly unaffected. They (these credit societies) are doing undoubtedly very 
useful work. Tneir number should be considerably increased and their work must be 
pushed through very vigorously and, if ^ necessary, more facilities should be provided^ 
to enable the co-operative banks to get advances on easy terms from joint-stock banks. 
But as long as most of the debt in rural areas is for unproductive purposes and often for 
a lonpr period, the effective remedy has to be sought for in some other direction. 

With a view to provide the rural population with more credit facilities and to 
link the rural money market with the urban money market more effectively, I strongly 
recommend the establishment of rural joint-stock banks in every district. These banka 
will have branches in all the important villages and their main functions would be — 

(i) to receive deposits in both rural and urban areas; 

(ii) to lend money in rural areas only on the security of gold or silver ornaments 

at a fixed rate of interest which would not exceed 18 per cent, (i.e., one- 

pice per rupee per month); t 

(iii) to purchase gold or silver ornaments with a view to sell them again. 

The work of this bank would not be risky, as the amount of money advanced' 

would not bp more than 60 per cent, of the value of the ornament. The present ioint-stock 
tanks at certain times of the year find themselves in need of more money, and the money 
they receive from their depositors is not used for meeting the needs of the people in rural" 
areas. The reasons for this neglect seem to be the absence of the branches of these 
banks in rural areas and the smallness of each individual transaction. When the ruraf 
Joint-stock banks have been started with branches in important villages, the first diffi- 
culty would disappear. Their share capital would not be large and unlike the present; 
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joint-stock banks they would be able to confine their attention to small transactions itt-^ 
volying very little or no risk. These rural joint-stock banks will have their branches^ 
in towns also and thus they would attract dej) 08 its from the urban as well as rimal^ 
areas to be used in rural areas only. If in spite of these resources,, these rural joint- 
stock banks at certain times of the year fin'd themselves in need of more money, the^if 
would easily be able to get an advance from the present joint-stock banks on the- 
security of ornaments that have already been deposited with them (rural joint-stock 
banks). Thus the link between the two markets would be further strengthened. With 
the establishment of the rural joint-stock banks the cultivators with some security to-* 
offer would be in a position to get advances at a fixed rate of interest irrespective of the 
intensity of their needs. On account of the operations of these rural banks the rate of 
interest in rural areas would fall. 

But it may be noted that in early stages these rural joint-stock banks would re- 
quire nearly all those facilities and support which are at present enjoyed by co-operai;ive 
banks. These banks should also be empowered to sell the ornaments deposit^ with' 
them on the expiry of any stipulated period if the borrower falls to redeem the loan. 

For supplying loans for a long period or for the repayment of old debts I strongly 
advocate the establishment of land mortgage banks on co-operative lines. My views* 
on this subject are given in my answers to Part I-B. 

For supplying seed of good quality and agricultural implements I am in favour 
of the establishment of co-operative stores on sound lines. 

With the establishment of the proposed rural joint-stock banks to lend money on 
the security of ornaments at a low rate of interest; with the starting of co-operative* 
stores in large numbers to supply the cultivators with good seed and implements on* 
reasonable terms : with the opening of co-operative credit societies in much larger 
numbers to supply them with capital for productive purposes; with the establishment 
of land mortgage banks to supply them with capital for long terms or for the repayment' 
of old debts, much of the work that is at present being done by village moneylenders 
would be taken up by these institutions to be performed to the great advantage of 
agriculturists, and all the resources enjoyed by the village moneylenders at the present 
time would either be absorbed by these institutions or would be available to th» 
(•griculturisfc on very favourable terms. In this way one of the serious obstacles to thfr 
economic progress of rural population would be removed. 

Part G. — Extent and nature of agricultural indebtedness. 

Question 1. — ^No serious attempt has bfeen made to find out the agricultural in- 
debtedness of any part of these provinces (United Provinces). On the basis of informa- 
tion obtained from investigations made in other provinces attempts have been made by 
some writers to estimate the agricultural indebtedness of the whole of British India. T 
do not believe these estimates to be accurate because in my opinion they are based oix 
wholly inadequate data. 

T give below an outline of the scheme for estimating the agricultural indebtednesa- 
of United Provinces. 

(i) The provincial Government should take up the responsibility of making periodi- 
cal investigations with regard to agricultural indebtedness. 

(ii) The province should be divided into regions having more or less the samd' 
economic characteristics. An officer responsible for carrying on such an investigation- 
should be appointed for each of these regions. Kevenue officials, officers of the Agricul- 
tural or Education or Co-operative departments, teachers in economics of different univer- 
sities, graduates in economics or commerce, with knowledge of statistics, would be most 
useful for the work. 

(ii) After consulting the local officers and leading public men, the investigating 
officer should select for his intensive credit survey a group of villages which may be- 
considered as representative of the whole region. 

(iv) In the selected group of villages the investigating officer should try to collect 
complete information with regard to the indebtedness of each family. For the purpose^ 
it is absolutely necessary that he should have the complete confidence of all the people- 
of the villages. He can gain their confidence easily by living in the village and giving 
the people every kind of help in all their activities- 

(v) When the information has been collected for the selected or representative 
group of villages, the indebtedness per family of each class of person should be calculated. 
On the basis of the information, indebtedness ef each class for the whole region may 
be estimated by multiplying the indebtedness per family of that class, by the number of 
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belonging to l^t class in the whole region. The number of familief bekmging 
to diferenfe classes can be obtained from the census reports or other government publica- 
tions By adding up the estimated indebtedness of each class, the agricultural indebtedness 
of the whole region could be found out. 

(vii) When the estimates for difficult economic regions have thus been obtained, they 
may be added up to give the estimate for the whole of the United Provinces. 

In such an estimate it would be possible to distinguish between tjh® amount 
of debt secured on land mortgages of various kinds registered or unregistered; or the 
’amount of debt incurred against any other assets, such as houses, ornaments, etc. 

Part E. — Land mortgage hanks. 

Question 5- — In my opinion tlie establishment of land mortgage banks on co- 
operathe lines would be greatly instrumental in solving the problem of long-term advances 
for the future. But with regard to the advancement of money for the repayment 
of old debts it may be noted that old debts of many cultivators, with accumulated in- 
terest thereon, have reached an amount which is beyond t.heir paying capacity. With 
a view to free such cultivators from the clutches of moneylenders by enabling them to 
get sufficient amount of loan from the land mortgage banks I suggest the appointment 
of debt redemption officers in every district. They should be given legal powers to 
compel the moneylenders to prove their claims in respect of actual advances made. These 
officers should be instructed to find out, in spite of any written evidence to the contrary, 
the exact amount of money or grain actually advanced and the time when such an 
advance was actually made. They should be authorised to decree only simple interest 
at 6 per cent, per annum on the money proved to have been actually advanced, the money 
to be paid back to the moneylender within a fixed time or in small annual instalments 
extending over a long period of time. But before passing any final order, the debt 

led eruption officer should give the parties concerned an opportunity to get their claims 

settled by a conciliation board appointed for the purpose and containing two or three 
influential persons of the locality. The board may then carefully explain to the creditor 
ihat the objects in view are to reduce the debt within the paying capacity of the debtor 
and to allow only a reasonable and fixed rate of interest thereon. If the board fails 
to bring about a conciliation within a fixed time the case should be decided by the 

redemption officer on its merits. When the debt has been thus brought within their 

paying capacity, many cultivators would be in a position to take advantage of J;he facilities 
provided by the land mortgage banks, which it would not be possible for them to enjoy 
under the present conditions. 

Question 6. — ^There should be two separate land mortgage banks — one for the big 
landowners and the other for small farmers and landowners. If only one bank is started, 
very probably small farmers and landowners would not be able to get adequate facilities. 
Both the banks may be independent of each other. But they should work in dose 
co-operation with each other. 


(For oral evidence, see pages 459^-464.) 
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OBAL EVIDENCE. 


Lucknow, March 5, 1930. 


Present : 


'Mb. B. a. H. Blunt, c.i.b., o.b.b., i.o.s., m.l.o. ... 

Eai Bahadub Pandit G. S. Upadhya, b.a. 

Mr. Mohan Lal Sah, m.a., ll.b. 

Dr. Eadhakamal Mukebjeb, m.a., ph.D. 

Dr. D. C. Jain, m.a., ll.b., ph.D.. 

Mr. P. M. Khabeoat, i.c.s., Eegistrar, Co-operative Societies, 
was also present. 


Chairman, 
^ Members. 

Secretary, 
United Provinces, 


.a^itness : Mb. Daia Shankar Dubby, b.a.^ ll.b.. Lecturer in Economics ^ University of 

Allahabad.) 


Dr, Radhakamal Mukerjee : You have suggested the establishment of joint-stock 
Isanks in villages and you want that they should be given facilities similar to those 
••at present enjoyed by the co-operative banks? — Yes. ^ 

Will you explain how will it help our agriculturists? — ^What I mean to say is this. 
'At present these agriculturists are not able to get money at a reasonable rate of interest, 
^ven if they are willing to offer good security, viz., ornaments. I have known cases 
in which they have had to pay very hi^h rates of interest, say, one anna per rupee per 
month. If joint-stock hanks are established, they can lend money on the security of 
oinaraentfe at a reasonable rate of interest, and in this way the difficulty will be solved. 

Mr, Sah : Do you want that they should advance money on personal security 
as well or only on ornaments? — ^For the present I would not like them to take any undue 
■-risk, but if they feel that their money would be secure if thev advance it on personal 
■security, I have no objection to it. In any case they would not run any risk by 
.advancmg money on ornaments. 

The Chairman : Have you any particular bank in mind in saying that?— No. If 
♦he present joint-stock banks take up this kind of work they can do it successfully. The 
-reason probably why they do not do it at present is that they huve not got branches in the 
villages and also that it would not be profitable for them to do that kind of work, the 
outturn of the whole transaction being so small. I therefore want the establishment 
of small banks in rural areas, which will take deposits from urban areas and lend money 
in rural areas. At present they get money both from rural and urban areas and send it 
to big places like Calcutta and Bombay. They do not finance agriculture at all. 

I will mention two points bearing on wbat you say. There is a bank in Meemt 
that receives deposits and advances money to agriculturists on the securitv of mortgat^^e 
1)ond8 and even on hand-notes. It has advanced as much as Bs. 35.000 in a single 
village* — {Witness) : I want such financing. 

Mr, Sah ; The Imperial Bank also lends money on ornaments in villages. It is not 
Yery common in the United Provinces but in other provinces it is very popular. It lends 
either at a fixed rate of lit per cent, or at a raj;e of 1 per cent, higher than the bank 
tate. — (Witness ) : The facilities that are given af present are very limited. I want that 
this kind of work should be further developed and encouraged. 

Dr, Radhakamal Mukerjee ; What kind of special facilities do you require ? In 
♦he '.illages they have to compete with indigenous cankers of various types; there may 
be mismanagement in the banks and other kinds of disadvantages for a bank in the 
village,— (Witness) : The treatment given to them is quite different from that of the 
eo-operative hank. I want that the accounts should be audited by Government ftie of 
charge, and in order to create confidence in the people some other facilities on fbe tinea 
of those given to the co-operative banks might be given. 
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The Chairman : There is a fairly common system in other countries. What happens^ 
is this. Whenever there is a big market to be held in a village, the bank establishes 
temporary branch there, called a counter, for a day or two. If this is possible heroy. 
then you will have joint-stock banks all over the villages on market days. Probably ii. 
will serve your purpose equally well? — Yes, that will be very good. 

It seems to me that in India with huge distances the counter is the thing which 
you ought to have. For instance, there is a big market at a distance of fourteen miles, 
Mohanlalganj, and the Allahabad Bank can send a counter, a table and a cliair and 
get a room either in the tahsil or in the dak bungalow and establish a bank on the 
spot for 24 or 48 hours. In England this is very common.— (Witness) : This will be 
very good indeed. 

Dr. Radhakamal Mukerjee : They will have to depend on local knowledge if they 
advance money on the security of land or silver and gold ornaments? — In the case of' 
ornaments no local knowledge will be necessary 

If the bank advances money on the security of jewellery, it will be lending only a* 
very small amount as few people have got good jewellery in villages. — (Witness) : Yes, 
poor people have got very little gold jewellery, but I do not mean that they should 
advance exclusively on ornaments. 

Mr* Sail : If advances are made on land, then local knowledge will be necessary. — 
(Witness) : Yes, we can have a bank in each district of which indigenous bankers will 
also be shareholders and they will furnish the local knowledge. 

You cannot have a bank for each village? — ^No. 

You suggest a rate of 18 per cent. Is it not a very high rate of interest? — ^Yes, it 
is a very high rate, but there is some risk involved in lending money even on silver 
and gold ornaments. 

The Imperial Bank lends money on gold ornaments at 7J- per cent. — (Witness) : 
That is the maximum rate I have suggested. On gold ornaments it should be lower. 

In your ans'v^ers jou have stated as follows : “But with regard to the advancement 
of money for the repayment of old debts it may be noted that old debts of many cultiva- 
tors, with accumulated intereat thereon, have reached an amount which is beyond their 
paying capacity. With a view to free such cultivators from the clutches of moneylenders 
by enabling them to get, sufficient amount of loan from the land mortgage banks I suggest 
the appointment of debt redemption officers in every district. They should be given legal 
powers to compel the moneylenders to prove their claims in respect of actual advances- 
made, These officers should be instructed to find out, in spite of any written evidence ta- 
the contrary, the exact amount of money or grain actually advanced and the time when 
such an advance was actually made. They should be authorised to decree only simple 
interest at 6 per cent, per annum on the money proved to have been actually advanced, 
the money to be paid back to the moneylender within a fixed time or in small annual 
instalments extending over a long period of time.” Her© you are suggesting only 
per cent, from the very beginning, while yon are suggesting 18 per cent, for loans advanced 
on first class security, viz., ornaments. How do you reconcile these two views? — This 
rate of 6 per cent, is meant only in the case of persons who are unable to pay off their 
debts, and if they are allowed to redeem their debts at this reduced rate of interest the- 
moneylenders would not lose their money. Such a man has no incentive to work and ar 
long as the debt is not paid, all the fruits of his labour goes to his moneylender. He 
therefore does not work hard. If he finds that he can repay the money, he will have the 
greatest incentive. 

I think that such a course would prevent the grant of grain facilities to the cultiva- 
tors. That is to say, the moneylender would not lend grain. — (Witness) : It will hamper 
the facilities in the case of those moneylenders only who sometimes use some dishonest* 
means. 

So there are moneylenders who use dishonest means and there are others who use 
honest means. Ho you propose that both the honest and dishonest moneylenders should" 
be treated alike ?-^The honest moneylenders would not lose anything because ihey will' 
get 6 per cent, with their money repaid. 

As regards 6 per cent, do you not think it is too low? Whereas you have been 
suggesting 18 per cent, for gold security, you are suggesting 6 per cent, for very flimsy- 
security?— It is a very old debt and then so many years have passed. I am not verp 
particular on the point. 
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So tliat you w^ll reward the patience of the moneylender in not realising his 
money for a long time by awarding him one-third of the interest that he would otherwise 
bave got. 

The Chairman : I do not think we need quarrel about the rate of interest. The 
idea is quite clear. 

Aff. 8 ah : At the present time will it not hamper the credit facilities of the cultiva- 
tor? — ^No, I do not think so, because honest moneylenders will have nothing to lose. 

What is your definition of honest moneylender? Do you mean only those who 
charge 6 per cent.? — moneylender lends Es. 100; he waits and then he gets another 
bond for a higher amount than the amount actually advanced and the interest on this 
higher amount is included; and in that way the money goes on increasing. That is a 
•dishonest moneylender. 

Dr. Radhakamal Mulcerjee : Do you think that this principle which underlies debt 
redemption is mostly in accord with what has been accepted for the Usurious Loans Act? — 
Tes, and I would also personally favour the fixing of a maximum limit. 

Mr. Sah : So long as the co-operative societies are not freely developed, will it 
not be advisable to postpone this debt redemption? — ^No, I was just suggesting that 
along with the establishment of the land mortgage banks.' At those places where land 
mortgage banks have been established, debt redemption could be carried on, not every- 
where. I hold thai; in many cases debt has gone much beyond their paying capacity. 
1^^any times I have found cultivators telling me that the debt is heavy, that they cannot 
repay it and the result is they are not putting their best efforts into their fields. What 
is the use of labouring hard when everything that they earn will go to moneylenders in 
■the form of interest? The original debt still remains intact. 

The Chairman : I fully appreciate your point. May I suggest to you one or two 
difficulties about this proposal of debt redemption? I believe when co-operative societies 
first started, they devoted themselves to debt redemption. — (Witness) ; It was not very 
successfully done in the Central Provinces at the time of famine. 

But now would it not be an absolute fact, that supposing, at the present time, 
whether by a stroke of the pen or a land mortgage bank or by any other means we 
wiped out the whole amount of what we call ancestral debt, would they not start incurring 
debt which is not ancestral? — ^But side by side we should have propaganda work. 

Now you have taken us to another thing. I quite agree with you about pro- 
paganda. That is most important. — (Witness) t The jwinfc is exaggerated very often 
that as soon as a man is out of debt he will run into debt again. The cultivators 
borrow money not according to the security they have got, but according to their 
needs. 

Dr. Radhakamal Mukerjee ; Is it not a fact that one cause of the increase of 
debt is that most of the holdings are below the economic standard? — Certainly, In 
my ('nquiry with regard to this village Jaminpur*, I found that some people have 
borrowed money for subsistence; they could not make ends meet from the income which 
they derived from their fields and they had to borrow money for subsistence. 

The Chairman: Might I suggest to you that that happens all the world over? 
You say that you should have debt redemption, but would the mahajan or the money- 
lender ever agree to it? — ^I want the Government to compel him to prove his claim. 
>Pirst I give him an opportunity of mutual conciliation; but if he does not agree, 
there is the debt redemption officer to decide. 

Afr. Sah: So you authorise confiscation? — ^It is not confiscation; he is getting 
back hia money. 

Dr. Radhakamal Mukerjee : You say that the debt will not be entirely wiped 
<ut, but some portion will be paid? — It is not confiscation. The amount will be repaid 
to the moneylender in instalments. 

Afr. Sah : But supposing that borrower is not able to pay him that much? — 
‘That would show that the man is so heavily indebted that the moneylender could 
not have taken any money from him. 

The Chairman : You don’t, I suppose, suggest that the Government should 
<repay all these debts?— No. The Government should compel him to pay debts. 

♦See Evidence, Vol. n, pp. 297—800. 
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Dr, Radhakamal Mukerjee : You havo found that in the village of Jamnipur 
man, when he becomes indebted to the moneylender, becomes his serf? — Yes. 

liai Bahadur Pandit G, 8, Upadhya : Perhaps you mean that he is thereby com- 
pelled to give certain labour to him? — ^He cannot work for others. He is not free. Ho 
becomes bound to the particular moneylender. 

Yes, to do him a certain amount of labour? — Even if he gets a higher wage- 
anywhere else for that particular year, he cannot go there. 

Dr, Radhakamal Mukerjee : In Bihar what happens is this. Even if the 
moneylender cannot hold out work for him, he cannot be employed elsewhere. I found 
that in Hazaribagh. Does that occur in your village? — I do not know, but he is not 
tree to go out anywhere. On the day he works he gets certain rations, e.gf., some grain 
Of Ghana. And the day he is not required to work he is not paid anything. 

He is free to accept work in other villages? — do not know. In the busy 
season he is not free even if there is no work. It is just possible that the moneylender 
who has engaged him may have no work on a particular day in a busy season also. But 
in the busy season he cannot work for others. 

Rai Bahadur Pandit G, 8. Upadhya : But on the day he works he gets food ; on 
the day he does not work he must starve. That is the position? — ^He is not allowed 
to work for others. 

You say “but as long as most of the debt in rural areas is for unproductive pur- 
poses and often for a long period, an effective remedy has to be sought for in some 
other direction”. — (Witness) : Not through co-operation, that is my idea. 

What do you mean? Do you mean ihat the credit should also be controlled here*, 
for unproductive purposes he may not be allowed to borrow, but for other purposes 
credit should be cheap and should be controlled? — Certainly. 

If the credit, is to be cheap and controlled, there can be no other method than^ 
co-operation, because in the next paragraph you recommend that there should be joint- 
stock banks. — (Witness) : Y^es. 

Joint-stock banks do not control credit. They are not interested in the object 
on which the money borrowed may be spent. I am putting this only as a suggestion 
for you to consider whether cheap and controlled credit can come through any other 
source except co-operation. — (Witness) : But the difl6culty is this. In the case of co- 
operative societies also some members, if they require money for unproductive purposes,, 
do not get it from the co-operative banks, and sometimes they go to moneylenders and' 
get money. What I want is not only facilities for obtaining credit for productive pur- 
poses but also for unproductive purposes. Otherwise the rate of interest would remain 
very high if there are no facilities for unproductive purposes, though credit should be- 
controlled to some extent by propaganda work or education or any other means. But 
if yon stop giving loans for unproductive purposes, you would be driving them to money- 
lenders. 

Bnt do yon know that this is already done by the co-operative societies? — ^No. 

Even for unproductive purposes the law has allowed it and yet it is controlled. 
Evidently you have in mind a certain kind of bank or society which is really a co- 
operative society under the Act? — If such banks as I suggest can be formed under the 
Co-operative Societies Act, I would welcome them most. 

Mr. Kharegat : That is so. 

The Witness : But then these banks should lend not only to their members but 
to other people, too. What I want is that they should be free to lend to any. 

Rai Bahadur Pandit G. S. Upadhya : But again control will not come in. — 
(Witness) : Anybody who can give ornaments in pledge should be in a position to get 
money. 

The Chairman t What the witness really means is not so much a co-operative 
society of borrowers but a co-operative society of lenders. If they are to be absohitely 
free to whom they lend, then obviously the co-operative society has got to be one of 
lenders and not of borrowers. 

Rai Bahadur Pandit G. 8. Upadhya : Then it could hot be formed under the Act 

The Chairman : 1 am not talking about the Act, ^at is what we want. 

Rai Bahadur Pandit G. 8* Upadhya i AH these things that you have in view wift' 
he carried out by a co-operative society and are carried out, 
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The ChairmaU ; May I now take you £or a somewliat different point altogether f' 
It is about your Jamnipur survey. You have given us here a list of various families^ 
hS in all, who lend money. Could you tell me from memory who these various people- 
sre? — ^Most of these families are tenants who lend to each other. 

Now in regard to this Es. 600 to Es. 1,000 who are they? ^ Are they also tenants? — ' 
No, I think they are Kayasthas. 

And those from Es. 1,000 to Es. 60,000? — All these are professional moneylenders. 

Now who is this Es. 60,000 person ?—He is a big moneylender of the village. 

What caste is he? — ^He is a Brahman. 

ilfr. Sah : Is he an agriculturist, too? — ^Not much. 

So that he does not do agriculture; he is a professional moneylender ?~~Yes. 

The Chairman ; You say he is not much of a cultivator. He is not a zamindar 
either 1 take it? — think he is a zamindar. 

In the village itself? — Yes. But he is lending to people of other villages round 

about. 

Now where does he get his capital from? — ^It is his own capital inherited. 

Mr, Sah ; Out of these 33 persons that you have mentioned, how many of them 
are agriculturist moneylenders? — Thirteen families. 

The object of these thirteen families is mostly to acquire the land of the agricul- 
turists, or is it to secure the grain? — For land. There is no lending for grain. 

The general tendency now is to lend for the acquisition of the land? — ^In thia 
grillage I found that they lent on usufructuary mortgage and I found one peculiar case 
fchowing how the moneylenders had been deceived. 

The Chairman : So the first 13 are agriculturists and you say that Es. 500 ones 
are Kayasthas and the Es. 1,000 up to Es. 60,000 people are professional moneylenders? — 
Yea. 

Are they agriculturists too? — Some. ^ 

You can tell me, not off-hand any way, what castes these borrowers are? 
Coul.i you sub-divide these figures by castes? — lu • this village there are Kayasthas 
and Eajputs, Brahmans, Chamars, and Ahirs. 

When you get back do you think you could take these Es. 95,000 that you men- 
tion here and sub-divide it by castes? — ^Yes, I can do that. I could give the money 
borrowed by people belonging to different castes, the number of families in each caste, 
the number of borrowers, their caste and the amount. I have got the information with 
me, I can tabulate it and send it on.* 

Now you say here, “feasting of Brahmans about Es. 600.“ — (Witness) : One 
man had been to some pilgrimage and when he came back he just borrowed money for 
feasting Brahmans. 

Dr, Radhukamal Mukerjee : You have stated that one-third of the indebted 
families are incapable of repaying within a reasonable time. — (Witness) : That is what 
T found. 

You did not give us any figures relating to the smallness of the holdings. Is 
that indebtedness due to undersized holdings or to any other, cause? — ^It might be due 
to any cause because I have not had sufficient time to look into it. 

f Mr, Sah ; There is one question about the land mortgage banks. You have sug- 
gested two land mortgage banks, one for big landlords and the other for small farmers 
and landholders. Would not, the small land mortgage banks have to pay a high cost 
of accommodation as long as it would not be efficiently managed to inspire confidence 
in the public? — If only one bank is started small farmers and landowners would not 
be able to get adequate facilities. 

Supposing they lend it like this, say* 10 per cent, of the principal of the land 
mortgage banks should be utilised only for smaller men. Big landholders would require 
lakhs of rupees, small landholders would require Es. 600 to Es. 600. — (Witness) ; I feel 
strongly that if only one bank is established, then the small farmers and landowners 
would not get adequate facilities. 

Mr* Sah : Do you favour a system of licensed moneylenders and indigenous 
bankers? Under what conditions are such licenses to be issued? — ^They have to main- 
tain proper accounts. 


*See page 465. 
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Who will be able to say that they keep the accounts properly? Who will audit 
the accounts ?—aovernment ought to take the responsibility. When they give the 
iicence they ought to see whether the account is kept properly or not. 

Is it not a fact that the debtors can exercise the power of audit? — The debtors 
are ignorant people and ^the Government ought to do it. 

Then you favour the system of licensed moneylenders and indigenous bankers? — 

Yes. 

Should they have any special privileges? — The only privilege that they should 
have is that their accounts should not be required to be proved. 

Would you not give them the same privileges as are given to the co-operative 
societies ? — Co-operative societies have many privileges which it will be difficult to 
give to these people. 

To what class of indigenous bankers should the licensing system be applicable? — 
Those who have been carrying on business for a long time. 

About realis:ng the debts what should be done if there is a prior mortgage?-— 
After satisfying the prior mortgage they should have the prior claim. 

Would you give them the same facilities as regards making arrangements for 
borrowing? Supposing the co-operative bank lends them money, would you not give 
them this privilege of borrowing money from the district co-operative hank? — If the 
tank can give them money, I shall have no objection. But money can only be lent 
to societies. If they form themselves into a society then they can get it. 

(The Chairman thanked the witness, who withdrew). 
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APPENDIX, 


i. — Statement showing the number of families belonging to different castes found to be free 
from debt in Jamnipur, district Allahabad, 


Caste. 

Number 

of 

families. 

Brahman 

16 

Kayasth . . 

14 

Ahir 

4 

Barber . . 

2 

Teli 

1 

Thaknr (Rajput) 

1 

Total 

38 


II, — Statement showing the number of indebtedjamilies belonging to different castes and the 
extent of their indebtedness in Jamnipur t district Allahabad, 



Number of 

Total 

Amount of 

Cartes. 

indebted 

indebtedness 

debt per 


families. 

of the oastd. 

head. 



Rs. 

Rs. 

Brahman 

28 

22,500 

156 

Kayasth 

20 

22,400 

200 

Ahir 

23 

4,000 

36 

Ohamar 

8 

500 

7 only. 

Barber 

4 

500 

22 „ 

Rajput 

1 

100 

33 „ 

Total 

84 

mmm 

80 for all 



■i 

oaelesi 
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Mr. B. G. BHATNAGAR, M.A., Lecturer in Rural EoonomioB> 

University of Ailahabad. 


Replies to the questionnaire, 


(N*B. — The following replies rejer primarily to Agra district where no other place ts 

specially mentioned,) 

II. — Indigenous banking. 

A, -^Organisation of indigenous banking. 

Broadly speaking we may divide indigenous banking agencies into two parts — (1) old 
indigenous banking houses, that is joint families that have had the business of banking 
in their families for generations and (2) moneylenders. The first class mainly consists 
of Vaishes, while the latter consists of almost all castes and communities. 

In the city of Agra we have two big families of Seths, one living in Belangan] 
and the other in Raja-ki-Mundi. It is only these two houses that can really be classed 
as bankers. Both these houses receive deposits, discount hundiSy allow hundis to be 
drawn on themselves or on their gumashthas in other centres, and thus generally to 
transfer funds from Agra to other trade centres, specially Hathras, Khurja, Btawah, 
Cawnpore and Delhi. They also lend money. Both families belong to the Vaish 
community. The banking house of Belangan j does extensive arhat business in grain 
and agricultural products generally; while the banking house of Raja-ki-Mundi deals in 
cloth. 

These Seths do not lend money to ordinary people. They lend money either to 
big raises in the city on the security of house property, or to big landlords in the district 
on the security of landed property — (however, this they do very sparingly) — or to big 
hohras and sahukarsy and mostly to the city merchants and traders, as well as to the 
mercbant?s of other cities and towns, on the security of either goods deposited with them 
in their godowns, or on personal security through hundis drawn on them (the Seths) and 
accepted by them. Thus these Seths play an important part in the finance of both inter- 
nal and external trade of the city of Agra. 

Between these Seths and the other merchants of the city there is a very intimate 
business connection and it is not possible for any outsider, that is one who is not 
accepted as a member of, and taken in by, the business community of the city, to secure 
financial aid easily. The acceptance is done after a formal ceremony, and he who is not 
accepted finds it hard to carry on business as his hundis are not accepted either by 
fellow merchants of the city or by these Seths. The initiation ceremony is something 
like this ; Supposmg X intends to start business in the city of Agra, and is anxious 
to have a recognised position in the money market so that he may draw hundis on others, 
and hundis drawn on him may be accepted by others. Now X, before he sets up 
1 usiness, will send an account and a rupee to all the leading businessmen and the 
Seths in the city with a letter requesting their presence on a particular date and time 
to witness his initiation into business. If X happens to be a person who does not belong 
to the Yaish community the chances are that his invitation will not be accepted. If, 
however, he also belongs to the Vaish community, then all those who accept his invita- 
tion would come on the date and time specified. When all are gathered together, the 
aspiring businessman will bring out his would-be account books, and explain to those 
presept the nature of the business he wishes to start and also the amount of capital he 
wishes to invest. To convince the audience that he is master of so much capital as he 
tays he would invest in the business, he has to place that much money in the presence 
of all present. This done he puts down the capital in one of the bahis (perhaps known 
as rokar) and signs against it, and then all those present either simply sign the hahi or 
put clown a sum in the and then sign against it. The putting down of a sum in 
bahi means that the individual concerned will be ready to accommodate X up to the 
amount he has put down in the bahi. Those who do not sign the bahi are not bound 
to acropt hundis of X, and those who sign the bahi but do not write any specific amount 
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recognise ihim as fellow-busin^sman, and would accept his hundis but do not blitd 
themselves to accommodate X up to any specifis amount. While those who sign the 
hahi as well as mention a specific amount definitely bind themselves to accommodate X 
up to that amount. If a person starts business after being initiated in this manner there 
is every chance of his getting support from the leading businessmen of the town, while 
he who starts business without this initiation has to put up with a great deal of trouble 
in th¥ beginning. The businessmen begin to recognise him often he has made his mark 
but without initiation only those find it possible to succeed who happen to have good 
capital and a great deal of pluck. This initiation ceremony is the strongest weapon in 
the hands of the Yaish community to keep non-Vaishas out of business, and that is 
why only very few non-Vaishas ever succeed in setting up a successful business concern 
m trade centres like Agra, Hathras and Ehurja in these provinces. I do not know if 
we have similar initiation ceremonies in other centres of trade, but I know definitely 
that this practice exists in Agra. 

Besides these Seths in the city of Agra there are a number of persons known as 
sahukars. Their main business is to lend money on hand bill (ruqqa pro-notes and re- 
gisteied documents), on the security of landed property or on personal credit. Some of 
them also do hundi business if they happen to be engaged in some kind of trade also. 
As moneylenders they have no definite connection -^ith the Seths, except in so far as 
whenever their funds run short it is from the Seths that they borrow money. To hawkers 
the terms are very simple though exorbitant. These sahukars advance money in the 
'mornmg and realise it with interest varying* from half an anna to one anna and in some 
cases two annas per day, in the evening. They also lend money to wage-earning classes 
and artisans on what is known as the qist system, that is, they advance either ten or five 
rupees and the realise this amount by monthly instalments of Be. 1 for 12 or 6 months 
respectively. Some of them also lend money on the security of gold and silver ornaments. 
This system is known as the Girvi system. 

Coming to the mofusail we find that in the towns there is a class of moneylenders 
known as hohras, (These hohras are to be distinguished from the hohras found in 
Bombay who are also a moneylending and business community but who are Muslims). 
The hohras lend money generally to zamindars on the security of landed property. Most 
‘Of them belong to the Vaish community, but there are a number of them who are Brah- 
mans. They also lend money to the village sahukars and the business people in their 
own town, and in their dealings with the towns’ people they do hundi business. Again, 
if the town happens to be a big one with a fair amount of trade and industry such as 
Firozabad in the district of Agra, we find a number of other people carrying on money- 
lending business with the different classes of people met within the town, practically 
on the same lines as in the city of Agra. The town of Firozabad has a flourishing 
glass industry. However, we do not find the hohras and the moneylenders of the town 
taking any appreciable part in the finance of the industry of the town. Some of them 
have invested part of their capital in the glass industry, but this is not as bankers but 
as mere capitalists or investors. In a few cases where they have accommodated the 
glass factories, it has been through a loan by means of a registered document and mort- 
gage on the assets of the factory. We also find the moneylenders accommodating the 
ndigenous glass and bangle manufacturers of whom there is a very large number 
in the town of Firozabad. Here money is lent to the glass and bangle makers on 
i:wo definite systems. Firstly, the money is advanced simply as a loan on 
the security of a house or some other immovable property, or, if in small amounts, on 
the personal security of the borrower at the stipulated rate of interest without any other 
obligations on the part of the borrower. Secondly, where the moneylender also happens 
to be a wholesale dealer in bangles, then we usually find the following system of finance 
adopted by these bangle dealers : Bach manufacturer of glass and bangles has his 
accounts known as khata with the wholesale dealer of bangles. The bangle dealer goes 
on advancing funds to the maker of glass and bangles from time to time to enable him 
to buy the raw materials and other necessary things for his business as well as for 
household needs. On these advances he charges a stipulated rate of interest, and wh'en 
ihe finished commodity or bangles are ready, the manufacturer is bound to seU the bangles 
at the pre-determined rates to the wholesale dealer. It is in this case alone that we 
can say that there is something in the line of industrial finance being done in the town 
of Firozabad. 
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Coming to the rural areas we hnd that almost each village has a sahukar who> 
frelcmgs to the Vaish community and is also generally found carrying on the business 
*)£ a grain dealer, a dealer in cloth on a minor scale, and sometimes a dealer in ghi also. 
In some villages we find that some of the zamindars have also undertaken the sahukari 
business. The sahukar of the village works on two systems — one known as the sahukari 
system and the other as qist bandi. Generally the sahukari system is followed in the 
case of agriculturists and the qist handi in the case of village artisans and agricultural 
labourers and such other classes who happen to have regular daily, weekly or monthly 
incomes. The sahukari system is very much akin to the finance of the glass and bangle 
industry discussed above. When a cultivator enters into sahukari relationship with 
his sahukar he acquires certain privileges and becomes subject to certain obligations. 
Similarly, when a sahukar accepts a cultivator as his client, he acquires certain pri- 
\ lieges and incurs certain liabilities. The sahukar becomes liable to accommodate the 
cultivate-’ in the matter of industrial as well as household affairs, and thus it becomes 
the duty of the sahukar to give advances in money to his client for buying such agricul- 
tural capital goods as bullocks, implements, seeds, manure and so forth. The sahukar also 
becomes liable to make advances in kind of such things as grain for food or seed. If 
the sahukar also happens to be a dealer in cloth, then he gives advances of cloth also 
to the cultivator, otherwise he simply advances the money to buy cloth. It is considered 
to be the duty of the sahukar to advance means to his client, either in money or in kind, 
to enable him to carry on his social ceremonies as well as litigation. It is also the duty 
of the sahukar to advance money to the cultivator for the payment of rents, etc. The 
liabilities of the cultivators are that they wall not borrow from anyone else and that 
whatever is produced will first be given to the sahukar to settle his dues; the cultivator 
can make claim only to that which may be left over after satisfying the claims of ihe 
sahukar to tho full, 

finder the pakka sahukari system we find that on all advances in money the sahukar 

is entitled to charge interest at the rate of Es. 2 per Rs. 100 per month, and at the 

end of the fast to buy the produce of the cultivator for the principal plus interest at a 
rate prevailing in the market on a certain date fixed by the sahukar himself. Usually 
file rate fixed is from one pao to a seer more than the prevailing market rate on that date. 
On the advances in grain the sawai system is the most common in the Agra district. 
When advances are given of such things as cloth, then the usual practice is to put 
down the value of the cloth in the khata of the client, and on that is charged the usual 
2 per cent, per month interest, and the realisations made in the same way as is explained 
in the case of money advances. 

So far as the qist system is concerned it is on the same lines as explained in 

the case of the city of Agra. But in this connection there is one thing to be noted, 

and it is that of recent years we find some people from other districts, specially agenis 

of the Sahus of Moradabad, distributing a large number of qists in the villages of Agra 

district. Besides this we find agents of wholesale dealers in places like Hathras, Khurja 
and Oawnpore who deal in such commercial crops as wheat and cotton, advancing funds 
to the cultivators. We also find dealers in ghi advancing funds to those who happen 
to have a cow or a buffalo. Both these classes are found adopting very much the 
same method. In the case of dealers in ghi known as Ghias, we find that they advance 
money to some of the village cultivators or others to enable them to buy a cow or 
buffalo. On this money they do not charge any rate of interest, but it is agreed that, 
the owner of the cow or buffalo will deliver a certain quantity of ghi that the cow or 
buffalo would yield at a pre-determined rate to the lender week by week. The borrower 
delivers the ghi to the lender and if anything of the contracted quSfntity is le^t over and 
the cow or buffalo runs dry, then the borrower is bound to make that quantity plus one 
quarter of the amount left over to the lender in the next milch season. 

In the same way we find the agents of wholesale dealers of wheat and cotton 
advancing money to the cultivators at the time of sowing these crops, with an under- 
taking that the crop will be sold to the agent at the time of the harvest, at a rate agreed 

upon between the cultivator and the agent at the time when the money was advanced. 
Here the usual rate of 2 per cent, per month interest is charged. 

B . — Raising of funds by indigenous bankers. 

So far I know a greater part of the capital of indigenous bankers consists of their 
own money and very little of deposits, and that too only in the case of the two Seth-s 
I have referred to at the beginnmg of this paper. Others, if they run short of funds,, 
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borrow money from the bigger moneylenders at a lower rate of interest and invest it 
i'n their business at a higher rate. 

The Imperial Bank of India and the joint-stock banks only help the city bankers 
and merchants in re-discounting the hundis of certain approved houses. They are abso- 
lutely of no help to the hohras in the smaller towns or the sahukars in the village. 

The most obvious defect in the present system in the urban area, and from my 
point of view, is the impossibility of a non-Vaish businessman to secure the benefits of 
indigenous finance; while on the rural side the defects lie in the higher rate of interest 
charged, which in their most honest form are so exorbitant as to make it almost 
impossible for a cultivator to get out of the clutches of the sahukar once he has entered 
into the sahukari lelations; and when some of the evil practices that have crept in 
during the last 20 years, due to rise in prices are taken into consideration, the only thing 
that one can say about the whole system is that it is extremely corrupt, and the sooner 
it is done away with the better for the prosperity of the cultivating classes. 

C . — Advances by indigenous hankers. 

So far as the accounts of the village sahukar are concerned the prevailing practice 
IS that, at the end G®ch fast a date is fixed by the sahukar (and usually I find that Doj 
after Diwali is fixed for the kharif and Purnima in Baisakh for rahi) and on this date 
each client is called in and the sahukar reads to him all that he (the sahukar) has been 
advancing to him during- the past six months on various dates, and also what he (the 
sahukar) has been receiving from him on various occasions. 

Generally, when this reading of the account to the client is done, a number of 

other cultivators are present and it is in their presence that the details are read and thd 

client is asked to corroborate every entry, and after this corroboration has been done the 
calculation of interest on the loans advanced is done and then the determination of prices 
of the payments in kind made by the cultivator. After all this the balance is struck 
and the client told what more is left to be paid and if everything has been paid by 
the client then he is given a receipt. From my personal experience I can say that there 
is not any cooking of accounts and not much of dishonesty in entries and calculations. 
As most of the clients are illiterate it is, of course, impossible for them to go into the 
details of the khata themselves. 

As regards the hohras ^ there the clients are perfectly at liberty to see their ac- 
counts, and the same thing seems to be true of bankers in the city. 

E. — Defects of indigenous banking. 

I have already said above that the defects in the sahukari system are not* in the 
account keeping but in certain modifications of the system that have recently come into 
existence and which I think are mostly due to the rise of prices. Thus, under the 
recognised sahukari system it is essential that, where advances are given in kind such as 
grain for food or seed purposes, they should be entered in the khata as such. Now, 
what some of the sahukars do is that they enter the money value of such advances .in 
the khata and on this they charge the 2 per cent, per month interest and then at 
time of the realisation insist that the clients should pay them in .'he produce of their 
farms at a rate to be determined by them according to the system of u-Tvances in kind 
noted above. At the time of advances it is also found that while calculating, the money- 
value of the grain advances, the rate that they usually adopt is front a quarter ^o half 
a seer less than the prevailing markel rate. This I find has become a very conl’^jon 
practice especially with those sahukars who are essentially landlords or who have recently 
taken to the sahukari business. This practice has further raised the already high rate 
•of interest. 

Besides this, some of the petty sahukars Jire found adopting definitely criminal 
practices such as keeping three sets of weights, one heavier for receiving things and the 
other lighter for weighing things out, and a third for showing to government officials if 
they ever happen to visit and test their weights, which contingency in my experience 
for the last 26 years I have never seen arise. The remedies for this are obvious enough 
As things are at present it is not possible to replace the village sahukar either by the 
branches of the modern joint-stock banks or by co-operative societies. I have a great 
deal of faith in co-operation but I am quite alive to the fact that it will take generations 
before co-operation can be so far developed as to have its ramifications in every village 
tjf the district or the province, and during this intervening period the sahukar miutl 
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continue to play his part. Therefore the first’ necessary thing is to give legal recognition^ 
to the sahukar and to give legal sanction to a certain standard sahukari system. If any 
one is fonnd going against it the arm of the law should be able to compel him to work on 
the approved lines. If this is done such devices to increase the rate of interest as I have^ 
mentioned above will have been eliminated by the enforcement of uniformity of weights,, 
and by compelling the village sahukar to adopt standard weights the other defects men- 
tioned above would be eliminated. 


F. — Co-ordination, 

As pointed out by Dr. Jain in his book “Indigenous Banking,” there is hardly 
any relationship existing between different classes of indigenous bankers except among, 
those where hundi business is done, and we can say that all other bankers and money- 
lenders are independent of each other except in so far that occasionally thy come into- 
contact with each other as borrowers and lenders. There does not seem to exist any co- 
ordinated and recognised unity of aims amongst them. This is very essential to bring 
about, and as far as I can see this can be secured if a well thought out system of regis- 
tration of moneylenders and bankers is adopted. 

(For oral evidence, see pages 471 — 478.) 
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ORAL EVIDENCE. 


Lucknow, January 28, 1930. 


Present : 

Mb. E. a. H. Blunt, o.i.e., o.b.b., i.o.s*. 

Db. Kadhakamal Mukebjee, M.A., ph.D. 

Bai Bahadub Pandit G-. S. Upadhya, b.a. 

Eai Bahadub Babu Mohan Lal, m.a., ll.b., m.l.c. 
Db. L. C. Jain, m.a., ll.b., ph.D. ... 


... Chairman, 

... ^ Members, 
... Secretary. 


f.Witness : Mb. B. G. Bhatnagab, Lecturer in Rural Economics ^ University of AUahabad,) 


The Chairman : You distinguish between banking houses and moneylenders. What 
jjrecipely in your opinion is the real difference between a banking house and a mone^^* 
lendei? — ^The difference that 1 want to draw is that there are certain people who hsTe 
been carrying on banking from generation to generation. I put them in one class. 

But what precisely do you consider should be the hall-mark of a banker?-— I would 
simply call those men bankers who receive* deposits. 

Eeally speaking- that is a kind of borrowing? — Inviting deposits. 

Are these two big families of Seths which you mention Jains? — ^No, One is 
Agarwala and the other is Mathuria. 

Mat-huria Chaubeys — ^No, they are a distinct class of Vaish. 

These people are definite bankers? They take deposits?— Yes. 

Do they also adopt the cheque system? — No. They simply give a receipt to the- 
man and specify interest therein. Nothing else. 

Are they current deposits? If the man wants his money back or part of it^ 
can he get it? — They are generally individual conditions. Sometimes they put it down 
that they cannot get it before six months, a sort of fixed deposit. But if a man is in 
urgent need of funds, they are prepared to advance. 

In other words, they lend him back his own money. That is what it comes to? — - 
Yes. That is what the ordinary bank does. 

What sort of relationship is there between these men and the bigger banks? 
Do they have a cash credit or an account of deposit with the big western banks, Imperial 
or any joint-stock bank? — So far as these two men are concerned they are quite in- 
dependent. 

At the same time if they want accommodation, they will probably prefer to 
get it from the banks? — Yes, but I know at least one house which has never had any 
occasion to approach any bank for funds. 

You mention these two. Do you know any more of the same kind? It is a 
very important question, because the nearer we get to this type of indigenous banker, the 
nearer we shall get to — ^what some people consider necessary — ^the greater adoption of 
western methods. These two people are very close to what we in Europe call private 
bankers. — (Witness) : I have no personal knowledge of other places, but I hear there 
used to be a big house in Muttra w^hich has decayed now. There may be some 
representatives of the family. 

In Allahabad there is Lala Parshotam Das, <9ara/, who told us the same thing 
the other day. — (Witness) : There is Lala Menmohan Das at Allahabad and Bai Amar* 
nath. 

The firm of Mr. Mohanlal Sah are definitely private bankers. They have no ^ited 
liabili^. There is no company, but instead of a company there is a single individual 
or two or three individuals. — (Wiines^ s If we look at a Hindu joint family, it really 
comes to be some sort of a company. 

But it is not so much the company that matters, it is a question of the liability. 
Eor instance, you have probably heard of Grindlay & Go, or Eng A; Co. They are 
private bankers, or were-^here is to say, there was no limited liability. I personally 
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banked with Grindlays ever since I started my service in India, but it was only quite 
recently that they turned themselves into a joint-stock bank from a private banker, and 
that is precisely what a few firms in India are. There is the firm of Mohan Lai Sah of 
which we have got a representative on the commit^e. They have got their allied firms 
in Gonda and Bahraich, and I know there is a third firm, one which deals mostly with 
military offices and shroffs. They work exactly on western methods. They accept 
deposits. They also use the cheque system. 

Dr, Radhakamal Mukerjee : What prevents them from coming into closer asso- 
ciation with the Imperial Bank and the joint-stock banks? — ^They do not need to. When- 
ever they have made any attempt so far as the Imperial Bank is concerned, tihb Imperial 
Bank has never tried to accommodate them. 

How is that?— It is just a sheer business jealousy, if I may put it that way. 

The Chairman : As a matter of fact, it is a matter we should treat with a certain 
amount of caution. It is really beyond our scope. That is really a matter for the 
Central Committee. — (Witness) The difficulty so far has been that the Imperial Bank 
has its sphere of influence among the educated classes of people and people carrying on 
business on the modern business methods, while the Indian private bankers have their 
own separate sphere of influence. 

Yes, and they are up against each other. Anyway competition is healthy, but I do 
not see why one should exclude the other. There is room for both as in England. All 
we want of the bankers, such as you describe — ^these Seths — is just to go a shade further 
than they are doing already. As far as I understand from your description of these Seths, 
if they took to the cheque system, they would bo what I would call private bankers, 
western bankers in every sense of the word — (Witness) As far as my information goes, the 
deposit part of their work has very appreciably diminished. People who have money to 
deposit are taking to modern banks in Agra. 

I imagine that is probably due to education. People are going to other banks. It 
seems to me that the clientele, the depositors, are learning the advantages of the 
cheque system quicker than the banker. — (Witness) It is far more convenient to issue a 
cheque than to go to the banker and ask for money. That is what it comes to. 

Dr. Radhakamal Mukerjee : If the deposits in the case of these private indigenous 

bankers are shrinking, then their position will become more unsound later on. In that 

case don’t you think we should establish some link between these private bankers aod 
joint-stock banks so that their spheres of influence may intersect one another ?^ — ^My im- 
pression is that the reason why people are now taking more to deposit money with the 
banks is the facility with which they can draw upon the bank and at the same time they 
have greater confidence in modem or well-organised banks than any of these private 
business houses. So I really do not see that any co-ordination between a modern joint- 
stock bank and a private banker of the old type will help. 

The Chairman : What you really want is not so much co-ordination, but assimila- 
tion. What you want to do is to induce the old type banker to move a bit with the 

times and take to the western methods. All they have got to do is to have cheque- 

books printed and issued to i£eir depositors. — (Witness) If they adopt the same methods, 
they can do that with a slight modification of the system. 

There will probably have to be a modification in the matter of script and that sort 
of thing. — (Witness) That will give further confidence to the public. A great deal could 
be done by legislation. 

Now you are taking us outside our scope. Probably the whole solution is a banking 
law suitable to the conditions of India. We are not allowed to discuss that, that is for 
the Central Committee; but you are perfectly right when you say that a great deal can be 
done by suitable legislation. It may not be necessarily on western lines. In fact it will 
have to be on lines which will suit the conditions as they are. — (Witness) Assimilate in- 
digenous organisations as far as that can be done. 

Dr, Radhakamal Mukerjee : You have stated that one of these big banking houses 
does extensive business in grains and agricultural products. Now, what is the relation 
between these merchant baSkers as thev might be called, and the village sahukar who 
may deal in grains in Agra? Tour banker combines both banking and trading functions. 
What is his relation with the village buyer and the mufassil buyer who deals in grain? — 
The relationship is indirect.* What happens is we have near Agra a mandi at Hathrad. 
iBathras is a mg oenture for commerce. Bepresentatives from there go to the mufassil. 

Bepresentaiives of the Belanganj house for instance?— No. Bclanganj house is 
pre-eminently a banking bouse. It does what is known as arhat business. The representa- 
tives of big merchants in Hathras, when they require money, go to the mahafan. There 
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•will be an order from the mahajan in Hathrae on the Seth in Agra and the Seth will 
advance funds to them at Agra, and by the help of these funds they will make their 
purchases in the surrounding villages. 

That will be a darshani hundi? — ^It may be a dardfvarU hundi or it may be 
merely a letter. That depends upon the relationship of the two people. It is in this 
way that the financing of agricultural products is brought about. 

Now, do these big houses deal only with their own clientele or they may accept other 
arhatias whom they do not know personally? — ^No. Any person who wants to do com- 
mission business with the Seth must bring a letter of recommendation from a person who 
knows that Seth. 

That is the link in the mufassil. What is the link with the exporting firm whi<di’ 
exports produce abroad? — ^Again the link is not direct there. He himself does not do any 
export business. If any of these arhatias is in need of funds and he has made exten- 
sive purchases in the district of Agra while he has not got enough money to pay for all 
that, he will take an advance from the Beth, leaving the goods that he purchased in the 
godown of the Seth, and the Seth will undertake to send the goods when the money is 
received to the person who has purchased or to the central firm on whose behalf the 
agent may have come to make purchases. 

Either the exporting firm or the commission agent deals directly with these banking 
houses? — ^Yes. The Seth himself does not come directly in touch with the village people or 
with the village sahukar. 

Nor does he come in contact directly with the exporting firm? — ^No. Actually he 
provides fgr accommodation on the strength of goods deposited in his own godown. But 
he himself does not do any exporting business. That is what I mean. 

The Chairman : The mere ritual, the ceremony to which you refer in your 
evidence, is a matter of interest rather than of importance, but it has the effect un- 
doubtedly, as you point out here, of enabling the particular community, the Vaishyas, 
to keep out the non-Vaishyas. — (Witness) If they care to. 

If they care to, of course. But don’t you think it is rather undesirable? — ^Well, if 
you look at it from the point of view of the community which is carrying on business, 
it is not undesirable. It is certainly undesirable from the point of view of new adventurers. 

I have got a particular object in talking like this. Does it not further show that 
what is really at the bottom of all Indian troubles of this particular type is the strength 
of the caste system, and does it not further suggest that if we are to look for improve- 
ment, we have got to look for it in a direction in which we have not looked for it 
yet, namely, the modification, shall we call it, of the present social system? It is a 
question in which I am personally interested, but I am not at the moment stating my own 
view. I want to get yours. Here you have got a very important business, banking, 
and yet by the strength of the caste system, it is possible to keep out of banking persons 
who might quite possibly be extremely desirable members of the banking fraternity. — 
{Witness) Quite. I follow your trend of thought, and as I pointed out they can do so, and 
they have done so once or twice to my knowledge. Here again the whole question resolves 
itself into this, if we want a group of people to accommodate another individual, we have 
got to assure that group of people that the individual is likely to be a desirable party 
from the business point of view. That is, we have got to create a certain amount of 
confidence as regards that individual in the mind of those people who are already in it, 
and as a pure business proposition I do not think the State or anybody from outside will 
be legitimately justified in intervening. 

I am not suggesting State intervention. Now you have brought me to a point 
which I want to make. Is it or is it not a fact that these Vaishya bankers would keep 
cut a man who is a non-Vaishya even if he was desirable? Even if they themselves con- 
sider that he was quite likely to be a good banker, w^onld they, because he was not a 
Vaishya, keep cut?--That is where the point comes out. I quite agree with you 
they will keep out desirable nou-Vaishyas. 

Bai Bahadur Pandit G, 8. Upadhya ; I will just give you an instance. In Agra 
and Muttra there are a number of Bohras. They are not Vaishyas, and yet tihey are in 
‘heir fold. — (Witness) There is one little confusion which I might make olesur. The poiilt 
that I make out there is this, that supposing somebody wants to start some businessi not 
exactly banking business, say a cloth shop or a grain shop, then he will be needing accom- 
modation off and on. If he is taken in the fold, then his hundi will be accepted* If he 
is not taken within the fold, then his hundi will not be accepted. 
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The Chairman : 1 see the distinction. That is important. But even so, would they 
refuse accommodation to a man, would they refuse to accept into their fold a man who is 
utheiwise desirable merely because he is not in their community? — I am not prepaired ^ 
to say “no”, but I know there are one or two definite instances of persons not having: 
been included merely because they did not happen to be Vaishyas. 

' Rai Bahadur Pandit G. 8. Upadhya : But on the other hand I have given instances 
where these Vaishyas have accommodated persons who are not Vaishyas. — (Witness) That 
may be, but not to my knowledge. 

I know of one case at Hathras where I was making inquiries two years back. I 
know that he accommodated a Brahman Bohra from Muttra district and never questioned* 
him as to his caste, because I know that good relations existed between his family and that 
of the Bohra. Therefore, it is not that simply because a person does not belong to that ■ 
community that he will not be accommodated, but because he is unknown to that com- 
munity or he is undesirable. That may be the reason. 

The Chairman : He says the cause is the other way. And might I suggest to you 
that possibly in this particular case the reason why he was prepared to accommodate 
was not because he was financially or otherwise desirable, but because he was a Brahman. 

Rai Bahadur Pandit G. 8, Upadhya : That is absolutely not the correct reason. He 
was a Bohra, not a Brahman. That is, he does this banking business. He is a big 
zamindar and he is a man of lakhs, and he was accommodated because he did that business. 

The Witness : May I make one point clear. The accommodation may be of two- 
varieties. One that the Bohra simply approached this gentleman for a loan on the 
security of his landed property. The other may be a system by which the Bohra may be 
enabled to draw for funds on him off and on as he needs for carrying on his business. 
Which of these two types of accommodation was this? 

Rai Bahadur Pandit G. 8. Upadhya : If you might like to know, I may tell you 
that this business has been going on for some generations. 

The Chairman : I cannot help feeling that there is an unfortunate tendency in thafr 
direction. 

The Witness : I am not prepared myself to make a general statement. 

Dr, Radhakamal Mukerjee : In some States, for instance in Baroda, or Indore, we have 
men of different castes belonging to the same guild, the guild of merchants and traders. 

The Chairman : Of course, I am treading on delicate ground, but are they not all' 
connected by being Jains? I always had an impression that Jains as such clung together 
very closely. — (Witness) There is a very close relationship between Jains and Agarwals. 

Dr, Radhakamal Mukerjee : You have spoken about the kist system in your 
written evidence, about the sahukar lending money to small artisans on the kist system. 
Bo the artisans find any other sources of capital besides this, and on what rates of interest 
are these monies advanced? You have said that these sahukars advance money in the 
morning and realise it in the evening. — (Witness) In the morning money is advanced to 
the hawkers, those who sell kachauries, jallahees^ mungphallies ^ and so on. These men 
take a rupee in the morning, work all day and make a profit of eight or ten annas and 
pay back in the evening. The kist is given to people on monthly labour, such as car- 
penters and blacksmiths. 

The Chairman : It is the same idea on a smaller scale — temporary accommodation 
for different periods. 

The Witness : The period in the case of kists is one year or six months. 

Dr. Radhakamal Mukerjee : The kist system is fairly widespread? — ^Yes. 

The Chairman: We were talking about the influence of caste. One of the chief 
things we have got to do is to get at the causes of that. What I am certain is that 
the social system has a big influence on the economic system, and what I am really trying 
to get at is what importance or value we have got to attach to it. W© are knocking up 
against it everywhere and here we are up against it in banking. Why I am rather driving 
at the subject is because I want to be able to point out reasonably how far you have 
got to attribute any given effect to on© cause or another. — (Witness) I am not prepared' 
to assign definitely any reason. 

Of course you are not. I only want to explain why I am^ driving at it, and if 
you can think out where caste does impinge on the economic system in any direction I shall’ 
be grateful. I do not mean you should do so now, ’--^(Witness) What the degree of influence- 
is it is rather difficult to say. I may be able to say what are the causes. 

Rai Bahadur Pandit G. 8, Upadhya : There may be two causes of influence, one wv 
account of the caste system and one on account of the class system. 
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The Chairman ; In other words, there may be one because of the social system an^- 
another because of the old professional guilds. 

The Witness : The class tends to solidify itself into caste. In Agra, for example,, 
you have got two leading communities in the cloth, market — the Vaishyas and Khattris. 
Now I know definitely that in the beginning the Vaish community, being predominant im 
the cloth and grain market, did not favour the idea of Khattris coming into the fold, and 
they did not take them within their fraternity. But as I was pointing out this morning, 
the Khattris have very close connection with the Delhi people, and in Delhi Khattris pre- 
dominate in business. They succeeded in getting financial backing from there. After some 
time they succeeded in establishing an independent business. They are a group of persons- 
carrying on business who seek accommodation within their own group. Now after ten or 
‘welve years there are harmonious relations between the two groups. They found they 
could not get rid of them. One group accommodated the other. 

The Chairman : What you describe is exactly what happened in the formation of 

castes. 

The Witness : If a Marwari comes — and the Marwaris are predominant in business, 
they know him, he belongs to their caste — ^they are naturally more inclined to help him, 
and they do help him. We cannot expect the same degree of sympathy and a helping hand 
from people of different communities. 

The Chairman : How many cases have you examined to give the opinion that there- 
is no cooking of accounts ? — ^This statement of mine is not based on any intensive inquiry. , 

Rai Bahadur Pandit G. 8. Upadhya : You must have occasionally casually looked 
into some of them? 

The Chairman : You know the prevalent idea is that the village bania or mahajan 
of any type keeps about three different kinds of books, one for himself, one for the income- 
tax officer and one for his client? — I don’t believe it for a moment, flo far as business 
honesty is concerned, some people have their methods, but these methods are employed by a 
very few. Otherwise, my experience is that the standard of business honesty so far us 
keeping accounts is concerned is very high. 

I may tell you that we had given to us in one intensive survey what purported to 
be the account between a mahajan and his client in two forms — one as given by the client 
and one as given by the mahajan. Well, of course, as you might expect, they differed 
considerably. At the same time it is probable that if you take the account of the mahajan's 
lending from the mahajan and the account of the client’s repayment from the client, you 
have probably got something very near the truth. These are the ones who really would 
know, and if they exaggerated, they would both exaggerate. When you look through that 
account, the amazing p^t is the nature of the items in it. You get first of all eight maundr 
of grain for Holi and then later you get so many maunds of grain for seed, and then you 
get Es. 5 in cash and a whole series of entries varying from grain to cash and cloth and all 
sorts of things, on one side. On the other you get repayment sometimes in cash, sometimeer 
in grain, sometimes in service. There are two entries where the repayment consisted 
in the debtor giving the use of his bullock-cart to his mahajan for a certain time. Now, if 
you are going to have an account of that type, it is quite obvious there are going to be a 
good many errors in it, because the very nature of the multifarious items is going to lead 
to many errors. Don’t you think that the accounts being of this nature, it is almost 
impossible to keep them accurate? — ^I do not see why they should not be accurate. What 
liappens is this. The client does not take in large quantities. He goes to the sahuhar and 
he asks for ten seers of wheat for his homo consumption; he gets it. After three days 
he requires two or three rupees more for agrictiltural productive purposes. He goes on taking 
small amounts either in cash or in kind according to his needs and the sdhukar goes on 
putting it dovm date by date in the khata. Similarly, he puts down every item either in 
service or in cash in the khata that he receives from the borrower, date by date. 

We will put it rather in more modern terms. Supposing I came to you and dunned" 
you for a debt, and then I had to catch a train and you lent me your car to take me back 
to the station. Possibly you would regard the use of your car as a method of paying me,, 
but I would not regard it in the same light. In the same way I am talking of the bullock- 
cart in this account. The moneylender may not regard that as a method of payment. — 
(Witness) Pirst of all the basis of comparison is rather different. Here is a party very 
busily engaged and perhaps liable to forget, while lending of a bullock-cart on the part 
of a cultivator is a thing he will not forget. 

If there is any incorrectness in these accounts as between the opinions of the twos* 
parties concerned, don’t you think it is very largely due to the difficulty — ^we will put ifc 
in the broadest terms-— of maintaining an absolutely correct account? — Yes. 

Mn. B. 0, BBM.TNAGAB. 



' 476 ) 


In other words, the errors are definite cases of omission and not of malpractices? — 
If there are any errors, they will be unintentional. 

That is an important point, because I am all out for giving the moneylender has 
due and to get rid of the idea that he is a mere blood-sucking vampire. — {Witness) I 
have pointed out there is a mutual exchange of ideas between a moneylender and his 
client. Every six months he does ask his clienti whether he has paid such and such 
emount. 

In other words, in your opinion it is not fair to say that the moneylender is a 
mere rascal? — ^No, certainly not. 

But many people do say so? — In that case, the only thing I can say is that they 
do not know better. 

What kind of legal recognition do you want to give to sahukars, and on what con- 
ditions? — There were two questions sent to me, and I thought them of sufficient importance 
to write out my replies, which I shall now read : — 

(1) I do not th:^ that it would be possible to make available directly the credit 
lacilities of the Imperial and joint-stock banks to the people in the mufassil. From the 
point of view of such banks the credit needs of individuals in the mufassil are so insigni- 
ficant, specially when each individual credit transaction is taken into consideration and the 
security is either intangible or realizable with great difficulty, that no joint-stock bank 
is likely to undertake the provision of credit facilities to the masses in the rural areas. The 
work can only be done with success and profit by some agency intimately in touch with 
the conditions of the people of a locality and working on the spot. This is the strongest 
point in favour of the sdhukar and the only agency that can replace him, is that of the 
co-operative society. The Imperial Bank and the joint-stock banks can indirectly help in 
providing credit facilities in the mufassil by accommodating the central co-operative 
banks. As things are at; present there is very little co-ordination between the co-operative 
movement and the Imperial and other joint-stock banks. In provinces where we have 
provincial co-operative banks at the head of the co-operative movement, I understand 
there has come to exist a fairly close relationship between the co-operative banking and 
the joint-stock banking. In the United Provinces the absence of such an apex bank is 
keeping the two agencies unco-ordinated. 

(2) The thing that led me to recommend that the sahukar should be given some 

sort of a legal recognition was the multiplicity of persons carrying on sahukari business 
in villages. Each one of them tries to get his living out of his business, and when 
legitimate means fail to provide it, then exorbitant interest and shady methods of business 
are adopted which means loss to the borrowers. What the reform of the system should aim 
at is to see that for each village or a group of villages only a single sahukar or sahukari 
■family be permitted to carry on the sahukari business. This could be attained if a system 
of registration is adopted. Just as in the case of companies we have the system of regis- 
tration, we should have something like it for anyone who wanted to carry on the sahukari 
bnsiness. The aim of the officer in charge of this registration should be to see that 
too many people do not succeed in getting registration in a particular locality.^ The 
only chance of abuse that I see in this system is that the one or two p^ple register^ 
to carry on sahukari within an area may try to take advantage of their monopolistic 
position and may charge high rate of interest. To eliminate this and make the system 
otherwise free from its existing drawbacks, I would strongly recommend that for 
each province we should have a Sahukari Act, which should, among other things, provide 
for the following : — ^ . . 

(1) the declaration of the amount of capital a sahukar wishes to employ in this 

business ; 

(2) the maximum rates of interest in — 

(a) loans in kind, and 

(h) loans in money ; 

(3) the method of carrying unpaid principal and interest from one year or half- 

year to another; 

(4) the use of standard freights and measures; 

(6) the xme of the standard system of accounts and account books; 

(fi) inspection of accounts on behalf of the Government. 

Dr. Radhakamal Mukerjee i One of the effects of your Sahukari Act would be to 
eliminate mahy of the shady practices of the village sahukar 9 — 1 think so. 

So yon admit that the sahukar is not always above board? — have in my written 
statement made a distinction. In my village, for example, there was an understanding 
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that no zamindar would carry on moneylending business. For example, my great- 
grandfather left almost a will to my uncles and father that they should never engage in 
moneylending business. It was considered that when a zamindar takes a sahukari he 
acquires a very strong weapon of harassing the tenants : the older generations of people 
almost forbade it. Now that zarmndans have been reduced to small parcels owned by 
sub-divisions, tJie zamindars have taken to this business. Similarly some retired officers have 
also taken to it. When they draw a small pension, they go to the village and cany on 
this business r All sorts of people have come into this business who have no traditions 
either of business or of honesty, and whose only object is to make money. It is these 
people really who are responsible for malpractices. 

The Chairman : In saying that, you are only emphasizing what I have said several 
times during the course of the last few days, namely, that the most dangerous mahajans 
you can have is your own landlord. — (Witness) I quite agree. 

Also all this moneylending that is going on from tenant to tenant or landlord to 
tenant is bad because it definitely means that the tenant who lends Ks. 10 to his brother 
tenant ought to put that money into his own land, but instead" he is putting it into 
someone else’s land at the best or at the worst into someone else’s lawsuit. 

Rai Bahadur Pandit G. S. Upadhya : Is it not, therefore, better that only that 
particular class of persons should take to banking who have certain traditions? — 
In Agra specially we have a number of Bohras who for generations have been carrying 
on this monoylending business and who are Brahmans. The whole idea is that a 
person with substantial capital at his disposal, with a substantial area of influence, ought 
to carry on this business. 

Dr. Radhakamal Muketjee : Accepting your proposal of registration of such a 
sahukar with such traditions of honesty and long continued busine-^s how would you 
co-ordinale banks and bankers? You have just given us an idea of the central bank and 
of the provincial co-operative bank affiliated to the village societies, of these being 
linked together in one tern. Now we shall have another system of the sahukars. 
Hov> will you co-ordinate the village Mihukar and the other sohtikars^ — Even at present 
you find that the village sahukar is linked on to the Bohra because whenever he needs 
accommodation he goes to the Bohra, and the Bohra in his turn is related in his 
borrowing capacity to the big Seths. If you could bring about some sort of co- 
ordination cither through deposits of extra funds at the disposal of Seths in the modem 
banks or financing funds on pronotes it would be helpful. 

You have to modernize your system? — ^At least give a modern outlook to these 

people 

The Chairman : You suggested — and I personally liked the idea — a sort of sub- 
division of the provinces into sahukari circle.s, that is, a set of sahukars working in 
one circle. Well, is not that, within limits, what happens now? We find that in a 
particular area there are probably not more than two or three definite professed money- 
lenders who lend inside that circle and not outside it. — (Witness) Everyone has a certain 
area, but the present conditions do not exclude outsiders. 

In other words, what you really want to do is to put the moneylender on very 
much the same par as the Lohar or even the Brahman who has his own definite 
clientMe? — ^In thar, way the sahukar has his definite clientele, looked at from that point 
of view, just as the Pandit has his clientele, although in his case it is due to religious 
f auction. 

I know, but T mean it works in the same way. The same with the Lohar and 
everybody else. 

Dr. Radhakamal Mttkerjee : Don’t you think that Ihe sahukar' s clientele is 
andeifed? That is why they resort to Kabulis. — (Witness) The point that Dr. Miidcerjee 
bas brought about makes my point, clear. If you have a carpenter who has his own 
clientele and another carpenter tries to come into that village and appropriate the 
clients of that carpenter, he will not succeed. But here you have a sahukar who has 
a clientele, and anyone can come and take away his clientele by offering lower rate of 
interest. 

But don’t you agree that the client goes to another moneylender simply because 
bis former moneylender does not adequately satisfy him or he uses shady methods 
or eiqploits him?— -My experience is that there are clients and clients. There are 
some people who are an honest hard-working lot ; there are others who have got the 
mania of borrowing money from wherever they can get with the intention of never 
paying back. This lot goes from place to place. 
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The Chairman : The best answer is that if all clients tried to get money from 
wherever they can get it, and from the cheapest places, we would have to spend crores 
of rupees in taqavt instead of lakhs. But we do not spend crores of rupees. So that 
that shows that they do not go to the cheapest agency. — (Witness) Taqavi is not the 
cheapest agency. 

Theoretically it is. 

Bai Bahadur Pandit G. 3, Upadhya ; You have suggested that recourse should be 
had to legislation to stop usury; but our opinion is that legislation has never stopped it. 
For instance, I will just give you an instance. I want Rs. 60 from a sahukar. Under 
the law he should advance it to me at 12 per cent., but he really wants to advance it 
to me at 24 per cent. He will say “My friend, instead of Rs. 60 you write an amount 
of Rs. 70, while the provision so far as interest goes will remain at 12 per cent.” In 
this way they can defeat any legislation. 

The Chairman : That is perfectly true. They can do it that way. All you can 
do is to invent methods of stopping it. We already have the Usurious Loans Act, 
but nothing ever happens from it. Do you know anything of the Usurious Loans 
Act? — ^What I find is that in different localities there is a prevailing sahukari rate. 
In some places there are satoai rates very common; in others, deorht rates are very 
common. I would like to have legal sanction there. The prevailing rate of interest in 
each locality should be recognised. 

Of course the real reason why the Usurious Loans Act has failed is simply 
because it has been left to the court to decide whether it is usury or not.. 

Dr. Radhakamal Mukerjee : Sawat and deorhi are two competing systems, and 
the moneylender would suit the practice according to the needs of the cultivator. 
Reading between the lines of the evidence, T have come to the conclusion that one is 
the prevailing rate and the other is occasional. — (Witness) Generally within one locality 
jou will have one common rate. Then it may vary with different clients. If you 
take a balance of the whole circumstances you will certainly come to the prevailing rate 
m certain localities. 

(The Chairman thanked the witness, who withdrew.) 
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Mu. BUDDHI PRAKASH JAIN, Village Service League, 
University of Allahabad. 

Replies to the questionnaire. 


I.— -Agrioultural credit and credit facilities. 

Part A. — Agricultural borrowing for purposes of production. 

Question 1. — ^Agriculturists in the Saharanpur district borrow from the Govern- 
ment in the form of taqavit from co-operative societies, from village moneylenders (mostly 
hamas)i from landlords, from Kharis (Kabulis), and from fellow-agriculturists. They 
• also borrow from female moDcylenders. 

They borrow for all the purposes mentioned in the questionnaire, except for 
sinking of wells and building of tanks which is not necessary on account of the network of 
canals running throughout the whole district. 

Mostly, the agriculturists do not change their mahajans and therefore do not stand in 
need of borrowing for repayment of earlier debts. They pay it off gradually according to 
their savings, and the promissory notes and other papers are renewed from time to time. 
The interest is paid off from crop to crop or added to the principal, and the necessity of 
borrowing for the payment of accumulated interest does not arise in most of the cases. 

Most of the debt is the result of expenditure on marriage and other social cere- 
monies. Any sum once borrowed for ihese purposes remains a permanent debt and a 
constant drain on the income of the agriculturist whose annual income and expenditure 
on subsistence and production of crops plus interest are about equal. 

Most of the total debt is incurred in cash and very little in grain and that mostly 
‘for seed purposes only. 

Debts are mostly short-period loans except those on landed property or mortgage. 
Payment is made six-monthly as far as possible, when the crops are harvested. 

Question 2. — The rate of interest charged varies according to the person who bor- 
' rows and the nature of the security. The rates are as follows : — 

(i) For cash advances, when personal securities or the next crop and cattle are 
offered as securities — 7J per cent, on taqavi, 16 per cent, from co-operative societies, 24 
per cent, to 36 per cent, from moneylenders; about 100 per cent, to 160 per cent, 
from Khans on personal security only; 12 to 24 per cent, from fellow a^icutlurists and 
sometimes without interest; 18 per cent, on the hypothecation of jewellery, or 36 per 
cent, without that, from the female moneylenders. 

Easy payment system : — ^When Rs. 10 are borrowed, Re. 1 is given by monthly 
instalments for twelve successive months; some take eight instalments of Rs. 1-8-0 
each. This way, the rate amounts to 40 per cent, to 60 per cent. 

Rates of interest for cash advances are 6 per cent, to 12 per cent, on mortgage 
of landed property. 

(ii) For loans in kind for seed 25 per cent, is the general rate, mostly repayable 
in kind. 

(iii) The cultivators purchase cattle on promise of payment in three or four six- 
monthly instalments, the total amount to be paid being almost double the cash price. 

The rate of interest m the case of agriculturists on loans given on personal or 
crop securities are calculated at 12J per cent, i.e., 2 as. per rupee from crop to crop 
on compound interest, about 25 per cent, per annum if not specially stipulated. Land- 
lords also charge the same for unpaid rctat, though the rate allowed by the Government 
is only half of that. 

The amount received at each crop is deducted from the amount and the balance 
is carried forward. Any advance made during the period is added to the previous balance 
and the interest is charged on the whole, irrespective of the date on which the advance 
IS paid. For loans in promissory notes, interest is charged from tike date it is 
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^awn up to the date when the account is settled after the next crop. A new promissory 
note is then drawn for the amount which the debtor has to pay on that date including 
the amount which he receives for his expenses during the next six months. The Khan 
calculates his rate of interest monthly and mostly realises it monthly, leaving the pay- 
ment of the principal to the option of the debtor provided the payment of interest is 
punctual. 

On mortgages, compound interest is calculated six-monthly or annually. 

The rates of interest are certainly very exorbitant m the case of Khans. The 
rates of interest charged by the landlord on unpaid rent are illegal. In the case of 
mahajanSf it seems to be exorbitant, but in practice it does not exceed 12 per cent, 
to 16 per cent. : he has to accept cattle and other things of much less value than 
warranted by his accounts or has to spend a lot in litigation for realising the debt 
which is seldom realised in full. On the whole, it does not exceed 16 per cent, which 
is the rate of interest charged by the co-operative societies. 

In addition the cultivator has to pay stamp and registration fees; the former is 
exempted on government and co-operative society loans. The patwari and the document 
writer are also given something by the cultivator. 

Question 3. — The security is mostly personal credit, standing crops, and livestock 
in the case of borrowing for agricultural purposes. 

The assertion that the better the title to land the greater the amount of indebted- 
ness is true in the case of petty landlords; the big landlords in the Saharanpur district 
are seldom in debt. The greater the security, the greater the amount that a man can 
borrow, and agriculturists generally do not find their income sufficient to meet their 
demands. Most of them have to borrow to the utmost limit of their capacity, i.e,, the 
security that they can offer. 

It also differs with the quality of lands held and also the nature of holdings, 
scattered or uneconomic. 

The amount of indebtedness of the petty landlords and the tenants in the Saharan- 
pur district is in the proportion of about GO to 40 respectively; as regards the number 
of debtors, the reverse seems to be the proportion. 

The amount of debt secured on land mortgage is increasing in some places and 
decreasing at others. On the whole, unsecured debt is increasing. The proportion of 
unsecured debt to secured debt is about 60 to 40. 

Question 4. — Payment of debt is enforced by mahajans without going to court as 
far as possible. When he finds the incapacity of the cultivator to pay off the debts, 
he is sometimes satisfied with what he gets and cancels the remaining debt. Some- 
times, he tries to recover it, when possible, in case he has not cancelled the debt. Tt 
is only in the last resort that he goes to court, litigation being very expensive and ruinous 
to creditor as well as debtor. When he obtains a decree, he resorts to all possible- 
methods to get his money either by getting the crops auctioned or any other method 
howsoever imbecoming. The co-operative societies use their own method allowed by 
the Government. Taqavi loans are recovered by human or inhuman means to the full, 
and the cattle have to be nuctioned even when they are badly needed for the next season.' 
or the current season. Kabulies even cruelly torture the debtors, being mostly low 
people. Landholder creditors debit ihe unpaid rent to the loan as a great consideration. 

The rate at jvhich the cultivator borrows grain or repays it is always in favour 
of the creditor, i.e., the debtor gets it dearer and gives it cheaper, but the difference 
is not great. Means of communication have much improved and every cultivator can know 
from his neighbours the prevailing market rate from time to time. 

Question 5. — ^The cultivator does not find it convenient to take full advantage of 
the facilities provided by the Agriculturists Loans Act and the Land Improvement Act. 
He does not or even cannot borrow taqavi freely for any purpose. The reasons are — 

(1) He finds from experience that the mahajan is on the whole a better creditor. 
There are agricultural implements and cattle which cannot be attached by him in pay- 
ment of his decree, while the co-operative society and the Government do take them 
and sometimes by force at a time when they are most needed. 

(2) The enforcement of joint responsibility. 

(3) He knows that he can pay the mahajan at leisure but that the Government 
will enforce the repayment of money when it suits the convenience of the officers con- 
cerned. 
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Taq^avi is given in abnormal years and very seldom in normal years. 

In the payment of taqavi^ the cultivator does not get the actual sum applied for 
and granted. A story runs that a cultivator got Bs. 6 sanctioned for seed. The poor 
fellow had to pay one rupee to the patwari and one to the tahsildar. With the remain- 
ing three, he dared to go to the Collector and requested him to accept two for the 
kind act of granting him tcqavi, the remaining one to suffice for the expenses of his 
return journey. After enquiring into the facts, the Collector very kindly dismissed 
the subordinate officers concerned. This is sufficient to show the grave defects in the 
distribution of taqavi. Its realization entails great hardships. The system in vogue 
has made the Government very unpopular, as 1 learn from the villagers, for they say 
that the repayment is enforced in a very hard and oppressive manner. Sometimes even 
people of the villages are made to pay who have no concern with the borrowing of 
taqavi. The fact of large applications being submitted for taqavi^ in spite of the grave 
abuses, is due to utter poverty and absolute distress and trouble in abnormal periods, 
and, sometimes, to the unwillingness of mdhajana to advance money on two or three 
Buccefsive failures of crops. 

I would suggest that the present system of taqavi be abolished, and, in its place, 
the advancing of money be entrusted to approved mahajans or co-operative societies on 
the recommendation of the Collector, on the understanding that they will not charge 
more than 12 per cent, in case the money is realized with the help of the Government. 
It will save a lot of trouble to the Government and the agriculturist for obvious reasons. 

Question 6. — Cultivators seldom combine in the production of any crop. I think 
such combination should be encouraged by landlords and agricultural officials. It will 
give them advantage of using improved methods of production and the distribution of 
hardships in times of trouble. 

Question 7. — The present borrowing system is not as good for agriculturists as it 
was in the past. The mahajan used to advance money according to the needs of the 
agriculturist and had seldom to go to court to realise his debts. Every dispute waa 
settled by the village panchayat which had enough power to impose the terms settled 
by it. Under the present system of advancing money on promissory notes, the mahajan 
has often to seek the help of the court, with the result that the agriculturist has to pay 
much more than under the old system and the mahajan also gets less, the litigation being 
injurious to both. 

I would suggest the formation of a Licensed Society of Bankers on the co-operative 
basis, providing it with the facilities of a co-operative society with a limit to the rate- 
of interest charged by it. The borrowing of money for marriage ceremonies should be 
fixed by law, the lender being unable to claim any sum over that amount. 

Instances are not lacking of families that have been ruined due to their heavy 
and wasteful expenditure incurred by incurring debts beyond their means at the time of 
marriages and other ceremonies although such wasteful expenditure is never sanction^" 
by religion. The rural and backward classes mostly suffer from this sin of indebtedness 
caused by marriage and 'gaona' ceremony and their casle dinners ac obsequies, and the- 
functions of inclusion and exclusion from caste. These social bonds of harmful nature 
must be torn asunder. It can only be brought about by educating the peasant and' 
creating strong public opinion. 

At present, the cultivators are not so dishonest as not to pay if it be in their 
power to do so. The necessity is to educate the mahajan to see to the welfare of th^ 
cultivator and enable him by his valuable advice to earn for himself and the mahajan*^ 
interest. 


(For oral evidence see pages 482 — 487.) 
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ORAL EVIDENCE. 


Lucknow, January 28, 1930* 


Present : 

Mb. B. a. H. Blunt, o.i.b., o.b.b., i.o.s., m.l.o, 

Dr. Badhakamad Mukbrjbe, m.a., rh.D. 

Kai Bahadur Pandit G-. S. Upadhya, b.a. 

Bai Bahadur Babu Mohan Lal, m.a., ll.b., m.l.o. 

Db. L. C. Jain, m.a., ll.b., ph.D. 


Chairman, 


Members, 

Secretary. 


Witness Me. Buddhi Pbakash Jain, Village Service League, Allahabad University, 


Dr, Radhakamal Mukerjee : How are you connected with village surveys? — I be- 
long to the Saharanpur district and I belong to the village nanoied Malhipur. I am con- 
nected with this work as a member of the Village Service League. 

Is this survey based on your knowledge of conditions in Saharanpur V- Ycb. 

What is the predominant caste in the villages you have examined? Is that notorious 
for improvidence and inordinate expenditure on social customs and ceremonies? — ^There 
are Gujars, Brahmans, Kahars and Chamars. 

Among which castes do you think that there is a greater expenditure on unpro- 
ductive items? — Gujars are to be blamed mostly for this. 

The Gujars? — Yes. 

Not Brahmans? — They do not form a majority there amongst cultivators. 

Rai Bahadur Pandit G, 8, Upadhya : Did you at all make a survey of indebtedness 
before you came to this conclusion that most of the indebtedness is due to the expendi- 
ture on marriage and social ceremonies? — ^That knowledge I have acquired from the 
experience of the co-operative inspector, and he told me from his experience there that it 
is usually from from 40 to 60 per cent. 

So your knowledge is based upon the information received from the co-operative 
inspector and whose knowledge was based upon the conditions of the co-operative 
society? — ^The amount of indebtedness of the petty landlords and tenants in the Baharan- 
pur district is in the proportion of 60 to 40. I mean that the petty landlords have 
borrowed large sums of money, and these tenants have not borrowed as much money 
as the petty landlords have. The amount of indebtedness is in proportion of 60 to 40, 
that is, if petty landlords have borrowed Bs. 600, then the tenants have borrowed only 
Bs. 400. 

Dr, Radhakamal Mukerjee : You have stated that unsecured debt is on the 
increase. It is so, because their lands are constantly passing into the hands of the 
moneylenders, and naturally they are not left with sufficient amounts of land which 
they may advance as security, and consequently there are no securities. Are the money- 
lender mostly banias or Khans? — Mahajans, People who borrow from Khans are mostly 
?£bouTers. Agriculturists seldom borrow from Khans. They borrow from them in the 
shape of clothes. They also borrow in the shape of bullocks from beoparis for which 
they have to repay in three or four six-monthly instalments. The price paid is about 
double the cash price. 

You have noted that there is a transfer of land from the aamindars to non-cultivat- 
ing moneylenders? — It is so. 

Do these moneylenders sublet? — ^Yes. 

To whom do they sublet? — To the tenants or cultivators. They cultivate the land 
fo earn their living. There is no other occupation for them. 
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Is this transfer of land due to improvidence and uneconomic habits of cultivators, 
•ior is it due to natural causes? — As a matter of fact any sum once borrowed is never 
repaid. It is a constant drain on their income throughout their life. They cannot earn 
•enough to repay. 

What do you think of some restriction on transferring the land? Do you think 
that it will be good for the tenants, or do you think that it will increase the rate of 
interest on account of the shrinkage of credit? — ^I think most of the moneylenders will 
be unwilling to advance money. Tf they have no security for their money which they 
advance they will raise the rate of interest. As a matter of fact I regard rack-renting 
iio be the most important cause of their indebtedness. During the war rents increased by 
about 70 to 100 per cent, with the increase in food prices, and after the war when the 
food prices went down rents did not go down. The crops that they used to sell for 
Ks. 500 at that time cannot be sold for more than Es. 350 now, and they have to pay the 
same rent and the same wages. 

Rai Bahadur Pandit 0. S. Upadhya : You mean to say that there is a small 
margin or profits left to the tenants, and hence once the debt is incurred it is not 
repaid? — It is very difficult for any cultivator to pay off his debt in full, and therefore 
I have stated that the mahajans do not get more than from 12 to 15 per cent, interest 
on the whole. 

Why should the rent have been enhanced at the time of the war? — ^The thing was 
that the food prices rose by leaps and bounds, and a thing which could be sold for 
Es. 200 was sold for Es. 400. The rent, also was consequently increased. 

There is no law under which it could be increased from 70 to 100 per cent. Under 

the Tenancy Act it can never be increased by more than 25 per cent. It is impossible 

for it to be raised to 75 per cent. — {Witness) The land which could be available pre- 

vious to the war at say Es. 1-8-0 per higha was available at Es. 3 per higha during the 
war time. 

Yes, it is possible that there was an enhancement. A zamindar could do it, but 
instead of allowing it for Es. 1-8-0 which he used to before he will let it for Es, 3. — 
(Witness) There was no restriction of not allowing the change of tenants at that time. 

There were existing tenants. — (Witness) But the landlords could change the 
tenant at his own will. 

Not only the tenants, but also shikmis. The enhancement did not take place in 
the case of the occupancy tenants but in the case of tenants-at-will. 

Dr. Radhakamal Mukerjee : In the villages that you are acquainted with is the 
number of tenants who were not occupancy tenants very much larger? 

Rai Bahadur Pandit G. S. Upadhya : You are talking the whole district or 
any particular village? — Not a particular village of the district, but in general. 

That is what I thought. Your remarks applied to the whole of the district, and 
that is why I put this question whether you had yourself made inquiries into any of the 
villages, because that would be absolutely necessaix — (Witness) I know about three 
villages particularly, and about the district I can saj^generally. 

Dr. Radhakamal Mukerjee : In these three villages you think that the rents 
that were fixed during the war time were pitched too high? — As compared with the 
present prices of labour and wages I can say that occupancy tenants are far better 
off than the tenants who are at will. Of course they cannot be turned out now. 

Rai Bahadur Pandit G. 8. Upadhya : They are not occupancy tenants. They are 
life-tenants. If you think that the rents in the case of tenants-at-will were too high, 

there is nothing to keep these tenants to their fields; they can leave them at any 

moment. — (Witness) Where are they to go? They can leave them, but they have 

no other place for earning. 

Dr, Radhakamal Mukerjee: They do not migrate usually? — ^Bven if they migrate 
there also the rents are the same. 

Rai Bahadur Pandit G. S, Upadhya : I would advise you to confine yourself to the 
three villages which you named because your generalization might put us into difficulties. 
Por instance, you would not be able to tell us what is the proportion of the occupanev 
tenants to non-occupancy tenants in your district. (Dr. Radhakamal Mukerjee) : Or 

in your group of villages.— (m*tncs«) They almost balance. The first question put was 
•ubout the question of marriages and other social customs. I do not know whether you 
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bave made inquiries about that, because we found yesterday that the proporcion of the 
whole indebtednes.3 to the expenditure on social ceremonies was very low in the case of 
low-c^ste people, wliile in the case of higher castes it was sufficiently high. — {Witness) 
It is high in the case of low-caste people. If they spend Rs, 200 on one marriage they 
cannot repay it in a fairly small period. 

Lower classes do not spend Rs. 200 on marriages, and I would therefore ask you 
to tell us the instances or just confine yourself to your inquiries. — (Witness) I can give 
yon instances which can be multiplied. There are very many Gujars in Chahdi village 
which is two miles from my village. The wife of one Gnjar died. His age is about 25. 
He married another woman and paid Rs. 300 for that. In addition he had to spend 

not less than about Rs. 200 on dinners, etc. That comes to Rs. 500, and he cultivates 

100 higlias of land, that is 20 acres. In onr side there are kachcha highas. He will 

repay it gradually, because he is a very industrious man. But yon see that it will 

be a great drain on his income for many years to come. 

Do you know that among the Jats and also in certain sections of Gujars they 
have to pay higher prices for their women? — It may be the case. In some villages 
among cultivators Gujars .predominate. 

Dr, Radhakamnl Mtfkerjee : I asked at the beginning whethei- there were any 
Gujars in your village. — (Witness) In my village of Malhipur there is no Gujar. There 
are Brahmans, Kahars, Chamars and Banias. Landlords sometimes get the services of 
these men by employing them as ploughmen. There are Muhammadan cultivators also. 
There are those also who are called occupancy tenants. 

The debt incurred is due to rack-renting? — ^Yes. 

What are the seasonal borrowings as distinguished from the long-period borrow- 
ings, and who are the moneylenders who supply the short-term loans? — Moneylenders or 
mahajans supply short-term as well as long-term credit. Some Saharanpur moneylenders 
also supply credit for the village borrowers or cultivators. 

You have spoken also of the Kabulis. — (Witness) There are Klians, and I have 
just now pointed out that' a cultivator seldom borrows from Khans, and whenever they 
borrow they borrow in very small sums for seed purposes. 

Eai Bahadur Pandit G. S. Upadhya : You say in the last paragraph ot your 
written evidence that “at present the cultivators are not so dishonest as not to pay. 
The necessity is to educate the mahajans to see to the welfare of the cultivator and 
enable him by his valuable advice to earn for himself and for the mahajans' interest.** Do 
you think that it would not be better if the cultivator should educate himself so that be 
may be able to resist any adverse forces? — It is easier to do that thing for mahajans 
than for the cultivators. That will be the first step, and the nltiniate goal will be that the 
cultivators should be educated in order to carry out all the work properly. 

Dr. Radhahamal Mukerjee : You say that some Kabulis supply loans for bullocks 
to tbs cultivators. What are the rates of interest charged usually by these Khans? — 
They are repaid in sis-monthly instalments three or four times. That is, in three or 
four six-monthly instalments the price of bullocks is repaid by the cultivators, though the 
price paid is about double the cash price that these bullocks could fetch in the market. 

Do these Kabulis supply any other things? — Yes, clothes. They are hawkers. 
They go from village to village, give the clothes on credit, the price being 50 to 60 per 
cent, higher than the market rate. They get the price paid back at the harvest time. 

does the cultivator go to the Khan instead of to the village hmM — ^Those 
people who are not given any money by the village hania and are under great hardship 
borrow very small sums for seed purposes only. 

Mostly these small sums are borrowed by tbe agricultural labourers? — They are 
small tenants, mostly agricultural labourers. 

You referred to a scheme of licensing these moneylenders. Will you explain the 
scheme further than what you have given in answer to Part lA, question no. 5? — 
It is seen that many of the co-operative societies have not got enough money to advance 
to cultivators, and these licensing societies and banks will act as agents of the co- 
operative societies to advance to the tenants loans recommended by the co-operative 
pieties on the understanding that they will not charge more than 12 to 16 per cent, 
interest, and they will be allowed the same concession of realizing their advances aa 

the (;o-operative societies are allowed, 
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What will be the relation between a co-operative society and a licensing bank? — 
It will act as an agent of the co-operative society to finance the cultivator, because the 
<3o-operative society has not got sufficient funds to finance all the needs of the cultivators 
and the mahajan is well acquainted with the local conditions and with the conditions 
of every home, so to say, while the co-operative societies are not. 

The Chairman : "V^at do you mean by licensed banker? Is it an association of 
Mcensed moneylenders? Are the societies to be licensed or the individual banker? — The 
individual banker. 

Do you contemplate having a large licensed association, for instance, in Allahabad 
where everybody who wants money from Etawah or any other place will have to go to get 
money? — will have several licensing associations. 

Then you really want that the present moneylenders should pool their resources? — 
I have recommended this so as to avoid a great amount of expenditure that money- 
lenders have to incur on litigation. 

I can understand your object. It is very sound from many points of view. 
Would you want that the moneylenders should act in a body and in conjunction prac- 
tically like co-operative societies? — Yes. 

Bai Bahadur Pandit G. 8. Upadhya : You say that the borrowing of money for 
marriage purposes should be fixed by law. What is your idea about this? — ^It may 
be fixed according to the tenant’s status. 

The Chairman : Do you contemplate that the Legislative Assembly should pass 
a law fixing the expenditure for marriage ceremonies? — They may say that any sum 
borrowed over a particular sum will be tinlawfiil. If the moneylender wants to realize 
it, he cannot realize it. 

What is the way you would put it? Do you know of any social legislation of 
that kind? — We had one recently in the shape of the Sarda Act. 

Do you think that it will be possible to have a similar type of social legisla- 

tion? — Still it is a possibility. 

How would you fix a definite sum? — ^According to the liaisiyat. 

It will have to be on a sliding scale. What I mean is that you would not say 

that everybody must spend the same amount and no more? — ^It may be on a sliding 

scale The result would be that in case money has been borrowed for thati purpose, 
ilien the lenders can claim only the legal amount and no more. 

Bai Bahadur Pandit G. 8. Upadhya : But you know that there is a difficulty 
in the way. The man may borrow and in the document he may lay down the purpose 
quite different to that of marriage on which he has got to spend. It will be difficult 
to legislate and fix it. — (Witness) Difficulties arise in every case. This Sarda legisla- 
tion will have to face so many difficulties. We can put safeguards also. 

I may suggest another thing. They should have some social custom binding to 
keep the expenditure to a certain maximum. In certain castes the maximum amount 
of expenditure has been laid down. — (Witness) Yes. There are panchayats. 

Whereby everybody, be he rich or poor, belonging to that particular caste will 
only, spend so much, so far as ceremonies go. Eich parents may give in dowry any 
amount they like to their daughter, but they cannot spend more on ceremonies, so that 
even the poorest would have the advantage of these social rules. It is very difficult 
to legislate. 

The Chairman : It will be a question of dowry. The money which would have 
been paid to the bridegroom would be paid to the bride. 

Dr. Badliakamal Mukerjee : You think that the evil is so widespread that it can- 
not be left to the decision of the caste panchayats — Panchayats have become so weak 
in their influence that they caimot enforce it. 

The Chairman : Panchayats are losing their influence a good deal. 

Bai Bahadur Pandit 0, 8, Upadhya : I disagree with that as a geiv^ral state- 
ment. 

The Witness : I am speaking of the Saharanpnr district, 

Bai Bahadur Pandit G. 8. Upadhya : That may be so, but in Allahabad city 
they are very strong. 

The Chairman : There is no panchayat system among Gnjars, and these debta 
make the cultivator’s lot so unhappy. 
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The Witness : The unproductive debt once borrowed cannot be repaid. They ean»< 
only pay the interest. 

Bai Bahadur Pandit G S. Upadhtja : You say that they cannot pay it back. 

Is it equally true that the moneylender does not expect him to pay it back ? «^w.The 
moneylenders expected that before the war when the conditions of the business wero 
far better than now. The rents much increased during the war time with the rise in 
food prices and they have not gone down after the war. 

The Chairman : You said that the tenant who borrows money does not hope to* 
pay it back, and it is equally true that the moneylender never expects him to. Sup- 
posing I lend you Es. 100, and I know your circumstances and T know that you will 
never be likely to repay me, but I have got to get back my money and therefore I put 
a tremendously high rate of interest. I therefore get back my principal in this way. 

Dr. Badhakamal Mukerjee : You have also said that large portions of land have been 
transferred into the hands of these moneylenders. — {Witness) Yes. There is one man who 
had some highas of land. He was a small landlord, and he purchased a small piece of 
land besides the land he possessed and borrowed money for the payment of the price rf 
that land from the moneylender. The debt accumulated to such an extent that his original 
land with the land that he had bought was put to auction by the moneylender from 
whom he had borrowed. 

Does he cultivate the land himself? — ^No, he has given it to other cultivators. 

Begular cultivators cultivalc, but the land is passing into the hands of the money- 
lenders? — ^But there is one advantage from it that there is a consolidation of holdings. 
So many acres go into one hand, and it means that there is a consolidation of holdings. 

The Chairman : I have seen in North Basti that the whole thing was turned 
into consolidated holdings. 

Dr. Badhakamal Mukerjee : How does the transfer of proprietary rights into 
the hands of the moneylender bring about consolidation, because he cannot cultivate it 
himself and lets it out to others? — As far as the ownership is concerned there is con- 
solidation of holdings. 

Have the new owners built more w^ells? — In my city there is a network of canals 
and therefore they do not require wells. 

The Chairman : I do not think that there is any very great harm done in the 
moneylender’s actually getting ownership of the land. 

Dr, Badhakamal Mukerjee : You do not think that it affects the interests of the 
cultivator? — ^That I have already pointed out. If the land passes into the hand of the 
moneylender it does not affect the land, but certainly it affects the interests of the 
tenants because they are reduced to extreme poverty. 

They are reduced to agricultural labourers ?—-Yes. Besides this I want that 
there should be strict supervision over subordinate officials for the distribution cf 
taqavu In every case the cultivators have to pay to the patwari and kanungo to such 
an extent that it is really a great burden on them. 

The Chairman : How would you do it,? — ^It may be advanced through co-operative’ 
societies or through agents or through approved zamindars. 

In other words, you have got to select distributors. Let mo tell you my own ex- 
perience. In 1907 and 1908 I distributed 7 or 8 lakhs. I paid the money to each culti- 
vator with my own hands, but they were unable to keep the whole of it. As soon us 
they went out, they had to pay to \he patwari, — {Witness) That is why strict super- 
vision is necessary. 

Unless I had escorted them to their villages and kept them under my eye until 

they had spent the money they would not have escaped the necessity of making pay- 

ment, Stricter supervision is needed, but no supervision will stop it altogether. 

Bai Bahadur Pandit G. 3. Upadhya : Men themselves have to be educated. — 

{Witness) Thu*ough co-operative societies or approved mahajans. 

The Chairman : Every officer has been informed that he should pay ’ this taqavir 
himself, and these people should not pay anything either to patwari or to kanungo,^ 
{Witness) But the difficulty is there, I suggest the abolition of the taqavi system. 

There should be approved mahajans who will advance money. Government should^' 
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subsidise these mahajanSf and if the authorities give them facilities for recovering the 
loans to the extent of half the measures adopted to realize ta^avi^ then these maha~ 
jans will be willing to advance at a lower rate. 

If certain changes are made in the law to make it easier to recover their dues 
the rate of interest will not be more than 9 per cent? — ^Yes. The whole trouble 
is because there is no security worth the name and there is tremendous difficulty in 
getting his money, back. Naturally the mahajan wants to get a higher rate of interest. 
When the cultivator gives two annas per rupee to the patwari and Jcanungot that is 12J 
per cent., why should he not give 6 per cent, more to the mahajan. 

(The Chairman thanked the witness, who withdrew). 
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Mr. SHIAM LAL GOYIL, Student, University of Allahabad. 


Extracts from a paper on indigenous banking in Khurja, district Bulandshahr. 


Introduction, — ^Ehurja is a tahsil in the district of Bulandshahr lying in the 
irestern part of these provinces. It is a middl^sized commercial town ’^ith a population 
of about 40,000, situated some 50 miles south-east of the metropo(' of India, Delhi, 
-and served by the main line of the East Indian Eailway. It is mainly important for its 
trade in ghi (clarified butter), grain and cotton. But at the same time the commercial 
activities of the local cloth and bullion markets are by no means less significant. Un- 
doubtedly it is no exaggeration to add that it forms the commercial nucleus of the whole 
district. It has direct trade relations with Bombay, Calcutta and Karachi arising out 
of its cotton exports to Bombay, ghi to Calcutta and wheat and other grains to Karachi- 

2. Organisation of indigenous hanking in Khurja, — It may be pointed out at thb 
very outset that recently a branch of the Imperial Bank of India has been opened in 
the town. Besides this, there is no other banking agency carrying on business on modern 
commercial banking principles. The indigenous banking organisation of the locality is 
important and hundis play a significant part therein. 

There are two kind of hundis — darshani or sight bills and muddati or deferred bills 
payable after a stipulated period of time mentioned in the hundi and reckoned from 
the date of drawing. Usually in Khurja, muddati hundis are drawn for a month only. 
Hundis afford an excellent source of investment to the indigenous bankers. Most of them 
do not draw hundis but only purchase them. Often people buy muddati hundis which 
are discounted commonly at the rate of 12 annas per cent, per mensem or 9 per cent, 
per annum. 

There are about half a dozen firms who draw hundis. Their principal business 
consists in buying cotton, food grains such as wheat, barley and gram, or ghi in the 
market from the village folk who bring these commodities to the local market to dispose 

of. But the operations in the cotton market are comparatively of greater importance. 

Here we may note that the majority of these firms own one or more cotton ginning factories, 
<he total number of which in Khurja is no less than seven or eight. The raw cotton, after 
being purchased in the market through the agency of arhatias^ or commission agents, 

is sent over to the ginning factories where the cotton-seed is separated from it and 

the remaining lint cotton pressed into bales of standard weight and size. Some of these 
firms have also their branches in Bombay whither the cotton bales are sent by them. 
The Bombay branch sells this cotton in the local cotton exchange whenever the rates 
are favourable, and thus draws hundis with a period of maturity generally of 80 days 
on the purchasing firm in Bombay. These hundis are discounted by the branch houses 
of the Khurja firms with their respective financiers in Bombay, whereby the latter 
become indebted to the Khurja firms. Thus the firms in Khurja are afforded an oppor- 
tunity of drawing their own hundis on their Bombay financiers. These hundis now 
find generally a ready marketability at the hands of those firms in Khurja who happen 
to be debtors of firms in Bombay or other places in the country and thus want to remit 
money in order to meet the claims of their respective creditors. So we see that the 
hundis as described above perform a very important commercial banking function of 
settling debts between debtors and creditors in distant localities without the actual trans- 
ference of money from one place to another and thfis eliminating in a large measure the 
consequent risk and cost involved in the process. Similar transactions are arranged in 
the case of wheat and ghi exports to Karachi and Calcutta respectively. As a matter of 
interest it may be pointed out here — although the remark has little or no material 
significance of its own — ^that the grain export business of the town is chiefly in the 
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Jbands of an agency of the Kaili Brothers Company, while the business of exporting gh^ 
to Calcutta, where undoubtedly several hundred maunds of the commodity are consigned 
^very week, is dominated by a group of hrms owned and managed by Bengalis and 
elosely knit together. 

Thus the trading community makes a pretty good use of the hundis and the busi- 
nessmen in general are well-versed in their use. Borne of the firms have quite a good 
reputation in regard to their credit and the financial value of their hundis, 

8. Moneylending and its various methods , — Moneylenders form by far the largest 
olass of indigenous bankers. Their number is much in excess of those who either receive 
deposits or deal in hundis. 

Generally the moneylender would lend money to a borrower on a written pronote. 
The rate of interest is settled by a process of bargaining between the parties concerned. 
The schedule of the rates of interest generally charged is as follows 

Particulars, Bates of interest, 

1. On cash loans with absolutely no risk From 10 annas to Ke. 1-4 per cent, per 

or secured by a so-to-speak gilt-edged mensem or 7J to 15 per cent, per 

security. annum. 

2. Where the security is inadequate and of From Be. 1-4 to Es. 3-2 per cent, per 

inferior class. mensem "or 15 to 37J per cent, per 

annum. 

9. Wl^er^e there is still greater, risk of 1 anna per rupee per month or 76 per cent. 

money. per annum. 

4. On small amounts on personal security and 1 pice per rupee per month or 18J per cent, 
charged from low class people. per annum. 

4. De'posits and the indigenous hankers , — ^The deposit business is extremely limited 
'u. its extent among the indigenous bankers. In some cases rich persons receive deposits, 
obviously for a very short period, say for a day or week, and allow no interest on it. 
The money in such cases is merely kept in safe custody. But at the same time there 
also a few such firms who accept money on deposit and allow interest generally at the 
rate of 8 annas per cent, per mensem or 6 per cent, per annum. Becently the structure 
of one such firm collapsed. The reason for this may be traced to the fact that it used 
to attract a very large amount rising up to several lakhs of rupees as deposits from 
various classes of depositors and to re-invest the money thus obtained in its own business 
of speculation, the returns from which were always uncertain. Unfortunately the inevit- 
able followed too soon and brought home to the proprietors the folly of their short- 
sighted policy of nob caring for the- stability of returns- from the re-investment of the 
money deposited with them. On the whole it would not be inaccurate to generalize that 
the indigenous bankers have not fostered the practice of attracting large sums of money 
on deposit. They mostly lend out their own spare money. In the locality of Khurja the 
cases in which firms have tried to attract large sums of money on deposit have come 
to grief mainly for their unwise policy in regard to the re-investment of the money 
deposited with tjiem. 
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Mr. L. C. TANDON, M.A., Professor of Economics, Sanatan 
Dharnia College of Commerce, Cawnpore. 


Memorandum. 

I HAVE not answered eacli question in tire questionnaire separatiely. I will, however 
deal with the questions under the following heads : — 

(1) Imperial Bank of India. 

(2) Exchange banks. 

(3) Indian joint-stock banks. 

(4) Indigenous bankers. 

(6) Agricultural credit. 

Imperial Bank of India. 

.This institution occupies a very anomalous position in the banking system of India. 
It is essentially a commercial bank, but is supposed to perform the services of a central 
bank also. It acts as banker to the Government, municipalities and district boards. It is 
supposed to be a bankers’ bank as well. The Imperial Bank does not enjoy the con- 
fidence of joint-stock banks in the sense in which the Bank of England does of the 
British joint-stock banks. Here the Imperial competes with other banks. It has a paid- 
up capital of Es. 5,62,60,000 and Reserve Eund of Es. 6,27,50,000. These large amounts, 
together with public deposits which usually vary between 13 and 20 crores of rupees, 
enable the Imperial to get a considerable advantage over other banks. The Imperial 
Bauic d< cs not enj< y tlie privilege of borrowing freely in foreign markets and of issuing 
notes. It is clear that the Imperial is not a Central Bank in the true sense of the term. 

As a commercial concern it has rendered yeoman services to the country. An 
average man thinks that it is a government bank. This connection has created confidence 
in the hearts of the people, who are very nervous on account of the bank failures of 1913 
and 19'23. It has attracted large deposits from the general public. As per statement • 
of the bank on the 25th October, 1929, other deposits amount to nearly Es. 73 crores. 
The Imperial concentrates its attention on Cash Credit which is a very safe investment. 
Under this head nearly Es. 21 J crores are invested. It is understood that the bank is 
thinking to develop this business. The bank invested only Es. 3,24,80,000 in discounting 
inland bills as per statement referred to above. It is clear that the bank denies many 
advantages which it could confer on the Indian commercial community. It is very 
conservative in matters of accommodation. To some extent, its bands are tied by the 
Act of 1920, but to a great extent it is due to indifference to develop business and inability 
of the European staff to understand the Indian point of view. A more liberal policy and 
Indianization of the superior staff will solve the problem to a great extent. 

The anomaly to which I have referred above must be abolished by establishing a 
Central Bank. It is also very necessary to establish a pure and simple gold standard in 
the country. India is supposed to be on “Gold Bullion Standard,” which system is said 
to work automatically like a gold standard. Conditions obtaining in India are quite 
different from those in England. The rupee is a token silver coin and at the same- 
time a standard coin. There is an additional trouble of ratio. It was fixed at I 5 . (yd. 
in 1927 in spite of protests from the Indian public. Recent history has clearly shown 
that the move was a wrong one. During the last four months the Government has arti- 
ficially contracted the currency by 19 crores of rupees and has compelled the Imperial 
Bank to raise the bank rate to 7 per cent. There was absolutely no justification for this 
step. The Federal Reserve Bank raised their rate to 6 per cent, to prevent wild specula- 
tions of Wall Street. The Bank of England followed suit (61 per cent.) in order to 
prevent their gold holdings from being frittered away. Both the countries have since 
reduced the rate to 4J per cent, and 5 per cent,, respectively. The Imperial Bank rate 
cannot be stid to have increased in sympathy with foreign markets. It is evidently on 
account of restricting the currency. Further, it is difficult to account for Government’s 
^ion regarding treasury bills. For the last two or three months they have indicated, 
in the most definite way possible, that it was their policy to support exchange and , have 
done everything to support the rupee. It is, therefore, clear that, unless the above 
suggestions are adopted, Indian banking problems cannot satisfactorily be solved. 
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Exchange banks. 

The United Provinces of Agra and Oudh are essentially agricultural. It is only ii> 
Oawnpore that we have two offices of exchange banks — the Chartered Bank of India,, 
Australia and China and the National Bank of India. This province does not offer 
peculiar problems in this direction. Therefore the question of exchange banka may bo 
considered as a whole. 

These banks were originally started with a view to develop trade between India^ 
and their respective countries. They enjoy a practical monopoly, and are, therefore, able- 
to dictate their own terms. It is alleged by responsible people that Indians have been 
badly treated by them. They have further attempted to make India an importer ol 
manufactured goods, and exporter of raw materials. It is a matter of great regret thafe 
there is no Indian exchange bank. 

The foreign exchange banks must — 

(1) publish every month a statement of account of business done in India; 

(2) pay a certain tax on the turn^over of India ; 

(3) accept a fe^w Indian apprentices for purposes of training; , 

(4) agree to have a few Indians on local boards of directors. 

These restrictions are very necessary. Sentiment of Empire should not stand* 
in our way. The Bank of England refused to extend rediscounting facilities to Indian^ 
banks simply on the ground that they were not registered in England. This was proved 
in the case of the Tata Industrial Bank, now amalgamated with the Central Bank of 
India. 

An Indian exchange bank should be established with a capital of 10 crores of 
rupees. Half of this must be paid up and the rest to be called when necessary. Indian 
joint-stock banks must, in proportion to their paid-up capital and reserves, contribute 
to the extent of two and a half crores of rupees, the rest to be subscribed by the general 
investor. A similar policy has recently been adopted in the United States of America. 

The Indian exchange bank will have to be supported by a few big Indian business 
houses. Unless a spirit of patriotism is forthcoming the bank "will have to face many 
difficulties. The Central Bank should give a long rope in the matter of rediscounting 
b'lls (say, an accommodation of 15 crores). These may be used as a backing against 
note issue. After making allowance for depreciation and bad debts and declaring a 
dividend of G per cent, the rest should be equally divided between reserve fund and^ 
the Central Bank. 


Indian joint-stock hanks. 


The Indian joint-stock banks concentrate their attention, like the Imperial, on- 
financing the commercial interests of the country. They do not lend money to be invested 
in bricks and mortar. The business of financing industries is left entirely to private- 
enterprise. 

They are able to attract large deposits in current, savings, and fixed deposit accounts. 
Usually an interest of 2 per cent, on current accounts, provided daily balances do nok 
fall below a specified limit, is allowed. In 1926 total deposits amounted to a little over 
Ks. 69 crores. This is far from satisfactory. 

The Indian public has fresh memories of the bank failures of 1913 and 1923. In* 
this connection, it is necessary to point out that the business of banking is carried on on 
confidence. The failure of one bank may cause disturbance to the money market of 
the country and shake the confidence of the public in the banking world. India has no^ 
separate bank law. A large number of small banks exist in our. country. They give 
high rates of interest on deposits to compete with bigger institutions. They trespass 
limits of ordinary prudence for the simple reason that they have to earn higher 
returns. It has been seen that very often an industrialist starts a bank so that he may 
have no difficulty of finance. If his enterprise fails the bank also goes down with 
him. 
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It is necessary to lay down that a certain amonnt of capital must be paid before 
m bank could be permitted to start work. 


Nature of the constituency to be served. 

Minimum 
capital 
paid up. 

Cities having population less than— 


Rs. 

600,000 .. 

•• 

25,000 

10,000 .. 

i 

50,000 

300,000 .. 


1,00,000 

Provincial bank 

. . 

6,00,000 

All-India bank 

•• 

10,00,000 


Besides the above restrictions the joint-stock banks must be made to publish a 
statement of account every week. Its form should be prescribed by law. Deposits under 
current, savings, and fixed deposits accounts should be shown separately. Advances 
to directors, secured and unsecured, are the points to be shown clearly. So far the 
banks have followed a policy of indifference. They publish half-yearly balance sheets 
just to satisfy the letter of the law. In England the Barclays, the Midland Bank, Ltd., 
etc., publish monthly reviews which are freely distributed to all those who are inter- 
ested in banking. These reviews, besides giving an account of their progress, contain 
articles on topics of general interest which have a great educative value. In India 
.a banker rarely comes on the platform. He believes in keeping his mouth shut and 
confining himself to the four walls of his office. 

The Indian bankers should carry on some sort of propaganda work to popularise 
cheques. This may be done either individually or collectively. They will be well advised 
to take up the work of issuing circulars to clients giving reports about various securities. 
This will bring them in closer touch with the public. 

It is said that the Imperial Bank finds it difficult sometimes to get a sufficient 
quantity of inland bills to act as a backing against loans from the Government of 
India under section 20 of the Paper Currency Act. This is true. In India sales and 
purchases largely take place by simple entries in account books. Here is a big oppor- 
tunity for the banker. Let him extend his accepting of bills business. This would 
remedy a serious defect of our banking organisation. 

The Indian banker is very conservative in matters of advances. He has never 
exploited the possibility of advancing against book debts. The following plan would 
prove very useful : — 

A trader may go to his banker and give a certified copy of his outstanding debts 
stating the dates when they were created and the reason of their creation. It is then 
for the banker to scrutinise the list and then advance the money which he considers safe. 
It may be said against the scheme that a business man may not like to disclose the 
names of his debtors, but the information is to be regarded strictly confidential. 

It had been suggested by several critics that India needs, like the United States 
of America, some law regulating the reserves against deposits. I do not think that 
it is necessary to do so. In practice the banks usually work by rule of thumb and do 
nbt depart widely from their preconceived proportions. 

“In recent times their (the Big Five of Great Britain) aggregate deposits have 
tfclways been about nine times their cash. In England, since ^ 1929, excluding the half- 
yearly statements when a little window-dressing is temporarily arranged, the extreme 
‘lange of fluctuation has been between 11*0 per cent, and 11.9 per cent.” says Keyness. 
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In India the joint-stock banks have maintained much higher reserves as will be clear 
from the following table showing the proportion per cent, of cash to liabilities OU/ 
deposit on 31st December of each year. 


— 

1917. 

1918. 

1919. 

1920. 

1921. 

1922. 

1923. 

1924. 

1925. 

1926 

Imperial bank .. 

1 

45 

29 

31 

80 

19 

21 

18 

18 


26 

Exchange banks , 
Inda n joint-stock 
\janks— 

(o) Banks with 
paid up capi- 
tal and re- 
serves of 6 

40 

20 

35 

80 

88 

39 

17 

20 

13 

14 

lakhs and ovet 
(6) Bankers with 
capital and 
reserves bet- 
ween 1 and 

25 

23 

21 

23 

20 

20 

27 

29 

19 

15 

5 lakhs 

21 

24 

24 

18 

13 

17 

19 

13 

20 

24 


The question of reserves should be left to the good sense of bank managers. As 
a temporary measure, however, in order to inspire confidence some sort of government 
control may be taken recourse to to see that instruments are properly made — an all-eggs- 
in-one-basket policy is not adopted and reasonable reserves are maintained. 

Post office savings banks. 

Post office savings banks have attracted deposits from people who care more for 
safety than for return. Since 1920 the amount of deposits have varied between 20 and 30- 
crores of rupees. The post office savings banks a;*e becoming popular, but their utility 
can considerably be increased by adopting the following measures : — 

(1) It has been seen that sometimes a villager has to walk twenty miles or more 

in order to deposit or withdraw a small sum. Postmen who visit villages 
regularly could be authorised to act as their agents. This would consider- 
ably help the villager. To avoid the chances of cheating, the postmen 
should be asked to submit a cash security of Ks. 100 or personal security 
of two well-known people of the village. 

(2) Home-savings banks have proved very popular with the Central Bank of India. 

The British post office provides this facility. The Indian post office 
should also take up this business. 

(3) , The post office savings banks should receive cheques for credit of depositors’ 

account. This would encourage the use of cheques also. 

(4) Joint accounts payable to either or survivor should be accepted by the post 

office 

Post office cash certificates. 

These certificates have become very popular with people in view of the fact that 
they combine in them safety as well as good return. It has been suggested by some, 
bankers that this facility should be withdrawn in view of the fact that they are not 
able to attract sufficient deposits. This is evidently very selfish. A vigorous propaganda, 
on the other hand, should be carried on, particularly in small towns and villages. 

Indigenous hankers. 

The indigenous banker has occupied a very important position in Indian society ■ 
from times immemorial. He finances agriculturists as well as the commercial com- 
munity. 

The indigenous banker or shroff is himself a rich man. He combines in him^ 
the services of a merchant, a jeweller, or a trader. He gets an accommodation easily- 
from his brother mdhajan. In case he needs more money he goes to a bank. The * 
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Imperial Bazik of Ii»dia keeps a record of the huancial stability of each hrm and dis* 
counts their bills to the limit determined. In this work the khazanchi who is a local 
man proves very useful. The Imperial Bank insists on two-signature bills. This is 
-of course very safe, but it unnecessarily restricts expansion of currency. In case of 
.hankers whose financial stability is very strong some relaxation should be made. Bills 
of a sound banker, even with one signature, should be accepted. 

It is interesting to note that the shroff has very often branches in more than one 
city. He facilitates transfer of money by means of liundis. He engages the services 
of a daioZ, who brings to him purchasers and sellers of hundis. Loans are also settled 
through him. He gets his commission from both the parties. 

TTi a services are very much appreciated by the commercial community because he 

is willing to give loans on the strength of household property, jewellery, or personal 
security of the borrower. His services are immense. His overhead charges stand at 
a very low figure. He is satisfied with a “minimum.” 

He competes with joint-stock banks, whose establishment charges are heavy. It 

is felt by Ipanks that branches in small towns are a great drain on head offices. If banking 

is to mdke^ any progress in the country the sympathies of the shroff should not be alien- 
ated, butne must be used in attracting deposits and distribution of credits. 

The following measures will prove very useful : — 

(1) In every district a banking committee should be established containing (a) two 

representatives of indigenous bankers; (h) two representatives of joint co- 
operative societies; (c) two represfeiitatives of joint-stock banks of the dis- 
trict; (d) one nominee of the Ciovernrnent. In the formation of the com- 
mittee the Government must take the initiative. The expenses of Ihe com- 
mittee must originally bo met from public funds for five years. When the 
services of the committee have been appreciated the burden may be shared 
between the State and indigenous bankers of the district. The members 
of the committee must get special facilities from the joint-stock banks of 
the committee. 

In big cities like Cawnpore, Allahabad or Lucknow, the shroffs should form 
themselves in association. It should be the business of these institutions 
to keep the joint-stock bankers informed of their members’ credit. The 
joint-stock banks usually accept amounts in fixed deposits payable after six 
or twelve months and do not accept deposits repayable after a few days, 
say, 8, 15, 21, 28, etc., days. A shroff would willingly deposit his surplus 
funds with a hank if he knows that he could withdraw after short periods. 
This frequent touch will bring a better understanding between the two 
parties. 

(2) It should be the busine.ss of the committee to keep a record of the financial 

. stability of the members. 

(3) The banker must submit a statement of account four times a year to the 

committee. The shroff, when he combines other services, should be en- 
couraged to keep separate accounts. 

(4) The committee should meet at least once a month to discuss matters of 

general policy. 

Each province must have a council which should have representatives of bankers, 
indigenous bankers, co-operative societies, and the Agricultural department. Frequent dis- 
cussions will bring them closer. This council will co-ordinate work of banking com- 
mittees. 

Agricultural credit. 

The United Provinces of Agra and Oudh are essentially agricultural. The agri- 
culturist, like his brethren in other provinces, suffers from the ills of small holdings. 
He depends entirely on his lands. There is no second string to his bow on account of dis- 
appearance of cottage industries. He borrows money from the village mahajan for (a) pur- 
chase of seeds ; (b) payment of wages to labourers ; (c) purchase of cattle ; (d) food and 
maintenance ; (e) litigation ; (f) social and religious ceremonies ; and (gj permanent 
improvements. 

It is interesting to note that the villager does not borrow more than 10 per cent, 
for permanent improvements. ^ The village mahajan and the co-operative societies lend him 
^mall amounts for short periods. The mahajan charges him usually six pies per rupee 
Mb. L. 0. Taotjon. 
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,|)er month, (37i per cent, per annum) in case of smaii amounts, say, below Bs. 50. Some* 
times he extracts personal services from the borrower in lieu of interest. This very often 
takes place when the mahajan happens to be a landlord. In this case the money value 
of services comes to a big figure. Another method usually followed by the mahajan is 
that he takes the practical ownership ot a few bighas of land of the borrower in lieu 
of interest. He gets all the benefits from this land for a specified period. When the 

oapital is returned, land is again transferred to the real owner. The mahajan 

often lends in kind, and at the harvest time takes away practically the whole of 
the produce. The villager has to go to him after some time to borrow again for eating 
purposes. It is a matter of great regret that the co-operative movement has not been 
very successful in India. The reason is very simple. The Indian villager is wholly 
illiterate. He has failed to take advantage of the movement, as it has not come from 
within, but has been thrust from without. He has no genuine appreciation for co-opera- 
tive principles. The Co-operative department is strict in realising money from the cul- 
tivators. The village mahajan does not worry his head about repayment as long as he 
is sure that his money is safe. He sometimes encourages a villager to borrow money. 
The co-operative societies do not usually lend money for consumptive purposes, but only 
for productive purposes. They have so far touched only the fringe of the problem. 

The total mdebtedness of India has been estimated at 600 crores. If the indebted- 
ness of the United Provinces is taken at Ks. 50 crores it ia clear that a large field still 

remains unexploited. What the villager wants is to wipe off the existing debts f nd to 
increase his earning capacity by improving the land. This cannot be done unless he gets 
long-term loans. This serious gap can be filled by starting land mortgage banks. It is 
a matter of great regret that our province is behind other parts of India. The Punjab, 
Burma, Ajmer, Mysore, Bengal and Madras enjoy land banks. 

Similar experiments m several European countries and the United States of 
America have not been tried. It is the experience of practically every country that 
State intervention in one form or other is necessary, 

I propose the following measures : — 

■J. A land bank should be established in each district. The initiative is to come 
from the Government. It may be pointed out at this stage that, district land banks 
-have been purposely recommended. The main reasons are — 

(1) Local resources should be tapped for local uses. 

(2) Local knowledge is to be utilised to the best possible extent. 

(3) Local banks will bo able to scrutinise different records (to be recommended 

later on) better. 

(1) Local land banks will encourage a spirit of co-operation amongst the people. 

2. The objects of land banks should be — 

(a) redemption of old mortgages on agricultural land ; 

(b) development of agriculture; 

(c) improvement of land; 

(d) clearance of old debts. 

3. The necessary working capital should be raised by (a) capital and (6) deben- 
iiures. It is not necesspiry to fix capital at a large figure. The land bank should receive 
applications from the local zamindatSy who must clearly mention the amount and the 
object of the loan. It is then the duty of the bank to find out the capital value of the land 
which is to be pledged to it. 

4. The bank must approach the provincial land bank council, who will issue 
debentures on its behalf. 

6. Limitation upon the total of such debentures should be prescribed at twenty 
times the paid-up capital and reserve of the particular bank issuing the bonds. 

6. The debentures of land mortgage banks should be raised to the status of trustee 
securities. 

7. The debentures should usually be issued for a period of 25 years. 

8. The Provincial Government must guarantee interest, and agree to subscribe 
•to a certain limit. 

9. The provincial land bank council should consist of the following members 

(a) The Finance Member {ex-officio member, chairman). 

(b) The Begistrar of Co-operative Societies {ex-officio). 

(c) The Director of Agriculture {ex-officio). 
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(d) Two people to represent district land banks 

(e) Two to be elected by the local Legislative v^ouncil. 

10. The main object of the provincial land bank council is to co-ordinate the policy 
of different land banks, and issue loans on their behalf. This council will be able to* 
tap local sources and at a cheaper rate. 

11. It is necessary to organise an All-India Agricultural Loan Board, which should 
lay down general policy, and supervise the system as a whole. 

12. The Board should consist of the following officers of the Government of 
India — 

(a) The Finance Member (ex-officio). 

(b) The Controller of Currency (ex-officio). 

(c) The President of the Imperial Agricultural Kesearch Council and one member 

to be elected by the Council. 

(d) Two to be elect^ by Chambers of Commerce. 

(e) One nominee of the Governor-General in Council. 

In conclusion it may be stated that all the schemes suggested above will tumble 
down like a building made of sand unless there is compulsory and free education through- 
out the length and breadth of the country. 
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MdmorandiiiiQ on a proYlnclal cchoporayre butnk fdf tfeo United PiPOYinoee. 


The United Provinces Banking Committee has a splendid opportunity before it. 
It ca n instil courage and confidence into the co-operative movement where we now lac^ 
them. It can remove some of the nightmares which have been sitting tight on us for a 
very long time. It can help us to get a Provincial Co-operative Bank in the Xifeitdd 
Provinces which is long overdue. It can thereby remove one of the grehtest difficulties cd 
the co-operative movement in these provinces. 

1. History of the scheme^ — ^The question of starting a Provincial Co-operative 
bank in the United Provinces is noti a new one. In January, 19X4, at the sixth provincial 
conference, Khan Sahib M. Kabool Ahmad, first raised the question, but opinion wa^ 
strongly divided as to its practical possibility and, ultimately, it was held that the 
icheme was rather premature. In December, 1914, at the seventh provincial conference;^ 
the question was again brought up by Mr. Kacker, but the results were again negative 
as the matter was dropped without the conference coming to any definite decision. But 
a distinct change in opinion was noticeable inasmuch as managers and directors of 
central banks who were formerly opposed to the scheme were now more favourable to 
ihe proposal. This was partly the result of the difficulties created by the War when 
those who were actually entrusted with the administration of central banks realised 
for the first time the immense strength and security which a provincial bank would 
bring to the entiri co-operative movement in these provinces. In 1915, the Maclagan 
Committee strongly recommended the early institution of apex banks in each of the 
major provinces of India. In March, 1916, the Lieutenant-Governor convened a small 
^onferejjce of experts to consider the whole question and it. unanimously came to the 
Conclasion that a provincial bank was desirable. Government endorsed the recom- 
medations of this conference, and, in September, 1917, it published the scheme with 
the draft bye-laws prepared by the conference for public opinion and criticism. But, 
Tinfortunately, no opinions or criticisms were offered to the Government. In Decem- 
ber, 1917, the ninth provincial co-operative conference approved of the scheme and 
the draft bye-laws without any comment, whatsoever. In December, 1919, the first 
meeting of the standing committee of co-operators held that a provincial bank was un- 
necessary at the time, and it postponed the consideration of the question for a year. In 
June, 1921, the fifth meeting of the standing committee resolved that there was no need 
for a provincial bank and the matter was dropped indefinitely. In November, 1921, th# 
matter came up again before the sixth’ meeting of the standing committee at the instance 
of the Government for further expression of opinion. The committee re-affirmed its prw* 
vious views and held that under the present conditions a provincial bank would only ho 
an encumbrance instead of a help. In March, 1923, the ninth meeting of the standing 
committee, however, moved the Imperial Bank to allow cash credits to co-operative banks 
in these provinces on terms similar to those on which it was allowed to provincial 
central banks of Madras. This was carrying into effect the suggestion made by a member 
in December, 1914, at the seventh provincial conference, to establish closer iSnancia! 
connection between the co-operative societies and the Bank of Bengal. It was <mly an 
indirect admission of the immense advantages of establishing a link between th© central 
banks and the commercial banks in the country which can best be secured by th^ estab* 
iishment of a provincial co-operative bank. In April, 1924, I myself reopened tbe ques- 
tion at the eleventh provincial conference at Benares which resolved, after a long and 
oareful discussion, that it was highly desirable to start a provincial co-operative bank in 
these provinces as early as possible and recommended that the standing committee id 
co-operators should take early steps to start it. Unfortunately, little was done to carry 
out the resolution and, in 1926, at the twelfth provincial conference at Fysabad an^v 
in 1927, at th© thirteenth conference at Farrukhabad, I had to revert to the question ’la 
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Aider ihet the metier may be properly considered. The Oakden Committee considered 
the whole question in 1926. I was called as a witness before the committee in January*. 
1926> and 1 tried my best to impress upon them the necessity of starting such a bank. 
The Oakden Committee gave a limited support to the proposal. It thou^it that such A 
bank was needed and it recommended that steps should be taken to constitute it. It 
seemed quite clear to the committee that the time had come for the United Provinces to 
follow the lead of other provinces and to hd^e an apex bank of its own as recommended 
by the Maclagan Committee. It even went d step further and recommended that Gov«> 
ernment should guarantee the interest on the debentures that must be issued in order ta 
start such a ba&. So far we gained. But, unfortunately, the Oakden Committee in 
discussing some of the di6&culties of the scheme over-emphasized them so much that 
the Government was thoroughly frightened and they shelved the question indefinitely. 
Some of the difficulties which the O&den Committee discussed were, I am certain, more 
apparent than real. For instance, the committee said that the Begistrar on account of 
his knowledge and position, was in an unique position for controlling inter-lending. If 
the implication is that the Begistrap can and will do it better than even the provincial 
bank, I am afraid it is very far from correct and the whole opinion was based on a very 
inadequate appreciation of all the facts in the cose. A provincial bank will certainly 
do it much better, more quickly and at much less cost than the Begistrar can ever 
attempt. The second difficulty to which the Oakden Committee referred is the old 
problem of seasonal glut. I have discussed this question in great detail below where 1 
have showed that the problem is capable of satisfactory solution. The last we hear of 
the scheme is in 1929 when the fifteenth provincial conference at Jaunpur again r^m- 
mendrd to the Government that early steps should be taken to organise a provincial 
co-operative bank. But unfortunately, nothing has been done so far and it is un- 
likely that the question will be seriously taken up before the Banking Committee has 
reposed. 


2. The position in other proctnces.— Most of the provinces in India have, by now, 
established their provincial co-operative banks. The Bengal Provincial Co-operative 
Bank. Ltd., was started in February, 1918. The Bihar and Orissa Provincial Co-operative 
Bank was started in April, 1914. The Madras Central Urban Bank was started in 1917. 
The Provincial Co-operative Bank, Central Provinces and Berar began work in 1912 
though it soon ended in difficulties. The King Committee recommended the liquidation 
of the bank. Since then, the bank has been reorganised and reconstituted and it is 
row doing very well. The Bombay Provincial Co-operative Bank started work in 1911 
and the Upper Burma Central Co-operative Bank in 1910. The Assam Provincial 
Co-operative Bank was started in 1922 and the Punjab Provincial Co-operative Bank 
was started in 1924 with a 6 per cent, guarantee on its debentures from the local 
Government. 

It will thus be found that almost all the provinces in India have got apex banics 
though they have different names in different provinces. The only province in India 
whitSi is still without it is our own province. The existing provincial banks in the 
country have a working capital of about 5 crores of rupees and their annual report^s 
^how that they are doing splendidly and are rendering very great help and service to 
^be co-operative movement m their provinces. It is clear tlie provincial co-operative 
banks are spreading. They are overcoming their weaknesses and are daily acquiring 
new strength. An All-India Provincial Co-operative Banks’ Conference has been started 
for the mutual discussion of their problems and difficulties. While all India is moving 
forward steadily, our own provincial bank is still in the air. It is moving like a shuttle* 
cock between conferences and committees. It is up to the United Provinces Banking 
Committee to give us a lead and to do something definite for the scheme. 

8. The ease for the provincial bank.— The Maclagan Committee recommended in 
1915 the early institution of such a bank in the major provinces of India. In about 
ten years’ time wo in the United Provinces have been able to do nothing, while even 
issam. Central Provinces, Burma and the Punjab have got their provincial banks l(mg 
ago. This is a position on which we can hardly compliment ourselves and it can hardly 
he regaided as satisfactory from the provincial point of view. Surely the United 
Provinces is not so backward as Assam or the Central Provinces or even the Punjab, 
and yet the Uniled Provinces stand a long way behind theee backward provinces ia 
this respect. 
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The first essentia! of a good proyinclal bank is that we most hare a good rnunbet 
«f central banks. In the United Provinces we have got about 80, which is quite sufficient 
to 8up|>ort a provincial bank. The great advantage of a provincial bank is the elasticity 
it provides in the supply of capital and the even distribution of resources that it brings 
about. The supply and distribution of capital are automatically regulated to the best 
advantage of all. The sources of capital for district banks and central banks are both 
inadequate and difficult. The sources of capital for a district bank are, generally 
speakmg, the following 

(a) Shares; 

(b) deposits from members, 

(c) deposits from non-members, and 

(d) loans from joint-stock banks or cash credits or otherwise. 

The central societies are financed by most of the above methods and also by the 
district banks. The sources are admittedly inadequate, firstly, on account of the limited 
size of the capital available in the interior parts of the country; secondly, because of 
the extremely limited area of its operation; thirdly, because the local mahajans will not 
deposit their resources in the central banks as the interest offered does not tempt them; 
fourthly, because even the limited number of local investors that we may have are now 
generally connected with district towns and sometimes they prefer to invest their money 
there because of the better management or greater safety of district banks, and lastly* 
because the joint-stock banks are not very eager or willing to lend to small central bauKS 
and they do not allow cash credits to the co-operative societies on a large scale. The 
result is that the central banks cannot command sufficient capital and the inadequate 
supply of capital retards the development of the co-operative movement in the country. 
Banks cannot always regulate their flow of capital exactly according to needs. Some- 
times they have more money in deposits than they can lend out, while at other times they 
want much more than they can find. Commercial banks meet the situation in a 
variety of ways which are not open to the co-operative banks. They have business con- 
nections with other banks, and can borrow when in need. They have a wider field of 
investment open to them, e.g., in trade bills and other bills of exchange. In the case of 
co-operative banks, the Begistrar tries, by correspondence, to balance the funds of the 
different banks and also to place them in touch with outside investors and oilier joint, 
stock banks. But by this control of inter-lending, the very best the Begistrar can do 
is extremely limited. It is uncertain; we cannot depend upon it; we cannot plan and 
forecast big business in anticipation of the Begistrar finding good luck in his endeavours. 
It is exactly here that the provincial bank becomes a supreme necessity. It will co- 
ordinate and control the finances of the district and central banks. It will thus bring 
about an equi-marginal distribution of all bank balances and bank resources. It will 
thereby mobilize and marshal into line all the forces of capital for the service of the co- 
operative movement. A better use of capital will mean the economy of capital which 
will mean an increase in the supply of it. It will have a wider source to exploit 
for capital which is now left untouched. Further, the more efficient management of the 
provincial bank will attract more capital as capital is very largely a question of con- 
fidence. It will thus provide additional funds and conserve the co-operative resources 
of the country. The number of our societies is still much too small as compared with 
either the total population of the province or the number of its villages or the size of its 
agricultural indebtedness. Adequate supply of finances will promote development along 
healthy lines and make the most of this humane movement. The co-operative movement 
is one of the greatest of the humanitarian movements in India and we really ought to get 
the best and the most out of it. If the poor cultivator cannot get all the loan he wants 
from the society on account of its adequate finance he is naturally driven into the 
arms of the mahajan for the balance. And once there, always there is the usual rule. 
The provincial bank will aid such banks which do not get sufficient capital by finding 
camtal for them. It will also aid those which have a superfluity of capital by relieving 
them of the glut by investments elsewhere. It will thus be a balancing institntion-r- 
a balancing centre. Like an “U” tube, it will equalize levels. At present the central 
banks, have to make their own arrangements either by circnlarizing each other oi;; 
through the Begistrar. The system involves delay, it is inefficient and uneconomical and. 
as the Maclagan Committee pointed out “the uncontrolled inteiiending among central 
banks involves an interlodcing of liabilities which may lead to trouble.** It aleo imposea 
a very heavy burden on the Begistrar. When the amonnt of inter-lending it amifil fhf 
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niaiiaig6 it without ^ei^i dif^ouLty, but as it grows ix:ito,.eiipr]iiouB anoLOuiitSf 
ft certainly becomes too much for the Be^trar and a bade then becomep a dear 
nene^sitj, 

' Further, a provincial bank will ensure a greater economy of reserveys. At present 
the different banks are, each of them, compelled to keep large liquid resources to provide 
for all sorts of emergencies. But when there is a provincial ^hk connected with all 
Of theiii^ the reserve in the provincial bank need not be as large as the total reserves of 
the different banks nor need the branch banks keep as large reserves as before. It is 
very iinlikely that the same crisis or the same trouble will affect all the banks in the 

province at the same time. The provincial bank will be the central reservoir of the 

province. For about 80 central banks we now keep as many cash balances and they 
amo^t to very large sums much of which remains unutilized- In times of panic a 
provincial bank will be a source of great strength to all central and district banks. It 
will come to their aid in times of need. Further, the need for proper control, co-ordina- 
'dupe^isioxi and audit of the central banks and primary societies is very great. The 
mK^vement is still in its infancy in this country and there is very great need for sound 
And proper guidance and help at every moment ; without such adequate supervision the 
Movement is threatened with internal weakness which will arrest and set back the 
progTOss of the cause. At present, all control, supervision and audit are provided by the 
Provincial Co-operative Union. This is good so far as it goes and it is certainly 
better than what we had before when the whole work was centred in the hands of the 

^departmental officers. But there is a limit to its aid. The provincial bank will have a 

trained and adequate staff for the purpose and, I think, it will do much better than the 
Union in the line. That will be a very great advantage to the movement. 

Lastly, the provincial bank will be the much-needed link — the channel— -between 
the co-operative movement and the commercial banking of the country. It will act as a 
medium between the two — a sort of post office. A provincial bank can more easily 
form business connections with the great commercial banks of the country than the 
branch banks and it can also get much “better terms for the co-operative movement as 
a whole during the cultivating season when the demand for money is acute and also dis- 
pose of the surplus cash when the demand in this province is slack.” A provincial bank 
m touch with other oommercial banks “will help to reduce the pressure for money 
during the busiest seasons as seasonal needs vary in different parts of India.” It can 
also borrow from or lend to other provincial banks in the different provinces of India. 
This would be the ideal form of mutual aid and co-operation — ^tbe different parts of 
India mutually helping and co-operating with each other. A provincial bank v/ould do 
business on a much bigger scale than the branch hanks. It can secui;e much better 
terms and provide for much greater economies in the investment business of its consti- 
tuent banks. 

These are some of the advantages that we expect to derive from the provincial 
bank and it is a matter of great surprise that we have not been able to start one yet 
in spite of its manifold advantages. It is impossible to deny that the scheme has certain 
difficulties to which I would refer presently. But inspite of such disadvantages, it 
fleems to me that the advantages will far outweigh the disadvantages and on a balance 
we would really do much better to have such a bank than go without it. 

4. The case against it.-— The first objection urged in some quarters to a provincial 
hank is that there is no need for it at present because, it is argued, no serious difficulty 
has yet arisen as regards the supply of funds. This argument is hardly wrect. 
To assert that central banks have not as yet met with* any serious' difficulty in the 
prov'sion of funds is strangely to misread facts. The real fact is that central banks 
do, find it very difficult to find money at times and that vital interests have suffered on 
acooimt of this difficulty. It is no doubt true that public confidence in the central banks 
is increa$ihg and that deposits are flowing in, so much so that some district banks have 
actually rieduced their rates of interest. In some cases also the- deposits offered have 
exceeded demands and such offers had to be rejected. But such cases are rare and 
they would hardly support a general statement like the one referred to abeve, viz.t 
ihat banks find no difficulty in finding money. A few isolated cases cannot lav down 
f general proposition and for one such case it would be possible to submdt a hundred 
(Ases ip the opposite way. 

B. Uvfsum,. 
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Tile seoond (^{ec^ibii erged is tliat it will pirodace keen an^ tii^di^kitby . OTaI^ 
between tbe district banka and tlie proTinciai baidc. Tliey may try to* exploit 
deld and there may be unhealthy competition for capital by manipulawng the tTaifa 
of interest, or it may even go to the other way and end in a slackedin^ of ^ 
efforts of the district and central banks in their policy of attracting local 
deposits. It may thus stifle local efforts and local initiative in the hunt for 
money. But this apprehension, it seems to me, is groundless. The supply of funds w 
the branch banks will not be very much affected because of the following reasons : — 

Firstly y the depositors who have confidence in the branch banks will not go to 
provincial bank to accept a lower rate of interest. Local deposits will go to the local 
bank, larger deposits will go to the provincial bank. There will be a territorial dia- 
tribution of money between them. 

Secondly y the co-existence of more than one bank in the same centre has never 

frightened any banker and, to compare small things with great, it is an extreme^ 

common event in the business world to find a large number of banks working in the same 
place without friction and in perfect harmony. Not to speak of different ' banks in the 
same centre, even the same bank has several branches in the same place and each of 
them works in harmony and without any difficulty. 

Thirdly f even supposing that the fear about an unhealthy competition between 

the two comes true, the probable extent of this danger is very much exaggerated. So 

far as co- location is concerned, there can only be one district bank in the same centi-e 
where the provincial bank it situated and there is thus only one bank With which the 
provincial bank may engage in competition. Even this is very unlikely. But granting 
for a moment that this is the case, the size of the danger is very limited., 

Fourthly y the argument seems to take it as if the two banks — viz., the district 
bank and the provincial bank — will be two water-tight compartments, absolutely ignor- 
ant and independent of each other. But this will hardly be the case because some 
the- directors will be common to both. These common directors will ensure a uniformil^ 
•of action and policy. After all, the directors in both would be educated men with a rei^l 
interest for the co-operative movement and I think we can trust thetn and have con- 
fidence in their commonsense. We are sure they will do nothing which hy unfair ai^ 
unhealthy competition, affect the prospects of the entire movement. 

Lastly y in spite of all these, a few cases of unhealthy competition may occur but it 
would not be impossible to provide for such cases by conventions of husiness or rules 
relating to arbitration of disputes or settlement of difficulties by entrusting power to a 
Board of Arbitrators elected by both banks with the Begistrar as the neutral ^airman. ' 

The next objection urged is that it would lead to unnecessary frictiozi between the 
district and the central banks on the one hand and the provincial bank on tbe other. 
The provincial bank might interfere too much with the independence and self-government 
of the branch banks. To this objection I would urge the same reply as I have giiva^ 
above, and I would further point out by analogy that the existing central and distrust 
banka have been working for years now without any difficulty or loss of independenee* 
and self-government. In a system of decentralized adrninistration there is room foJ all. 

Next, it is urged that the very idea of a provincial bank violates the principte 
co-operation, viz., self-help and self-reliance. It is difficult to understand the exact eigti^ 
ficance of this objection. How the provincial bank will violate the principles of 
operation it is difficult to guess. What is -meant but not bo openly expressed is that 
provincial bank will be somewhat of a superior authority and that the branch bUnlm 
be subordinated to it. The position of subordination will destroy the Ip^i^el .ground 
Wween the two and destroy with it the principles of mutual help and mutual r^aneei 
J ani afraid the supporters of this inarticulate objection have a strange myopia. Thf 
sense of subordination can only come if the provincial ba^.jisi^iygarded aa a superksT 
controlling authority. The inferiority complex of the one cao eii*y ^ the result of ,4* 
superiority complex in the other. The one is as imaginary as the other is ridioulouiu 
This unfortunate situation would hardly arise at all. On . the other h^d, the proviiielal 
hank will be really regarded as a co-partner,, an ally and an aid in tbe common 
work. It ought to be regarded as one of them and imt foreign to them eo 
instead of destroying mutum help and mutual reliance, it will really afford a mudh 
Bcnpe for all that. Further, those who urge it have never .taken any 
0oyemmettt initiative, Government, snparvision and Government ccntnol rof 
ment from the very beginning of Bs life in India. 

Mb. B. B. Mukbbjbb. 
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Another objection — sometimes urged^is that as a supertismg and controlling 
gg^^t the provincial bank can only relieve the Begistrar and his department. But 
it is regarded as doubtful if it will be an equally good and efilcient substitute and, even 
if it is so, it will involve increased cost. It is also urged that it may not command 
the same amount of public conddence as is enjoyed by a Government department. 
Further, it is suggested that the institution of a provincial bank would result in the 
relaxation of supervision on the part of district and central banks towards the smaller 
eocietles and it would thus hamper the cause of co-operation in the villages. These argu* 
ments contain a number of truths, half-truths and untruths. No attempt is made to 
ehow why the provincial bank will not be as efficient as the department or the Union 
in the work of control and supervision. It is not even stated why, the moment the 
apex bank is started, there would be relaxation of supervision. The aj^x bank, it is 
nowhere claimed, would render the central banks unnecessary. A district organization 
would still be needed for efficient control and supervision. The cost will no doubt, 
be increased. There is nothing in this world which is really good that does not cost 
money. Why the provincial bank will command less confidence, it is not clear. It may 
pertinently be sked if the present State aided and State controlled co-operative movement 
really commands as much public confidence as it ought to. Anyhow, to satisfy the appre- 
hension of these people, it may be possible to provide against loss of confidence by nominat- 
ing one or two Government nominees in the directorate — in addition to the Begistrar. 
The need of supervision is all-important. The Kegistrar’s department is already over- 
worked and top-heavy, and the present supervision is hardly adequate. Under such 
circumstances, a provincial bank may really do very much better than the department 
or the Union. 

These are some of the objections which are usually urged against a provincial 
bai^, but they do not appear to me to be very vital. But there are some other objections 
which are more important and some of them may be indicated here. For instance, 
it is urged that central and district bank officials are generally honorary and hence 
their working expenses are low. Thus, they are better able to supply cheap money. A 
provincial bank would have a high-salaried staff and its working expenses would 
be high. It will thus be unable to offer money as cheaply as the branch banks. That 

the provincial bank cannot be run for nothing is true and, as I have stated above, 

all good things cost money. But it certainly does not follow that because the total work- 
ing expenses are high, therefore the rates of interest would be high. This argument 
takes no account of the economies of large scale business which the apex bamc will 
derive. The biggest businesses have the largest total working expenses but it does 
not follow that the prices on their commodities are higher than the market levels because 
the total working expenses, if divided by the volume of business, would yield the minimum 
cost per unit. The substantial economies of large scale business will certainly come 
to its aid to a very great extent. 

Next, it is urged that a rush on a provincial bank will affect all the central banks 
in the province whereas a rush on a central bank will keep the others untouched. This 
is partly true, but it cannot be used as a valid argument. If this argument is conceded, 
it would retard for ever all higher developments of banking. On the same ground, the 

Imperial Bank of Lidia ought to be forthwith dissolved because a rush on it will 

break every financial house in the country. On the same basis, if the Chartered Bank 
has hundred branches, each of them ought to become independent of the main bank, 
lest its weakness would affect the branches. Thus the argument leads to strange conclu- 
sions. Its supporters will be the very first to be frightened by the phantom they have 
raised. ■ 

I now come to the last and the most serious objection, viz., the glut of idle money- 
The provincial bank would no doubt have a glut of money in the slack season. Its 
surplus balance may at times become so large as to entail heavy loss and unless the 
pnrrincial bank resortad to varioQS on-co-operative methods of investment, the glut of 
money will be the real monster in the way. The difficulty is best explained in the 
IRegistrar’s note of May, 1929. I make no apology for quoting it here. “A provincial 
ba& to justify its existence must provide money at the cheapest rate possible at the 
time when money is required by the central societies and also afford the highest rates 
I^Bsible .for the surplus funds at the season when co-operative business is slack . . . 
A bank whose work is mostly confined to agriculture cannot easily do this . . . 

, Unless our provincial bank can manage to work with onlv so much capital as it can 
jatilise in its legitimate business during the slack season and count upon some outside 
Mb. B. B. Mukbbjtbb. 
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#nanofaI help on easy rate of interest when the demand is heavy, we ean hardly hope to 
snake it a success. We have neither jute nor paddy to balance each other as in Beng!^ 
nor even big cotton dealers as in the Central ProTinces, to relieve us of our suzpltts 
funds even if such an investment were to be considered a safe one for co«operatlvs 
hanks which appears to me open to question/' 

This question raises a problem of some real difficulty. The number of our in- 
dustrial societies is still very small and thus the idle money will find no profitable 
.employment throughout the greater part of the year unless different types of societies 
needed loans at different times of the year. 

Under the circumstances, two alternatives are possible, viz. : — 

(1) either the provincial bank must work with capital adequate for the busy 

season and count upon being able to invest its glut of idle money in the ‘ 
slack season, or 

(2) it must work with limited capital adequate for the slack season and count 

upon being able to find some arrangement for cash credit or temporary 
loans by which it can increase its resources in the busy season. 

These are the only two ways in which we can have the provincial bank. It is, 

I think, possible to have both. 

Taking no. (1) first, viz., the possible methods of investing the glut of idle money 
in slack seasons I can honestly say that this is a spectre that does not hamit me at 
I can go further and say that this spectre has not haunted any other provincial bank in 
any part of India. If it has really done so, no provincial bank could have been started 
anywhere. 

I do not deny that the problem is difficult but what I insist on is that it is not 
insuperable. The difficulties are very much exaggerated. Let us face facts and insist on 
the realities of the situation. We can then find that the greater part of the difficulty is 
moro imaginary than real. The remedy for the situation is not very difficult to find. 
The real remeay lies in finding some outside agency which will take the idle money from 
its hands in the slack season. The business of the provincial bank need not bo 
comprised within the intra-marginal fields of co-operation. It may, in some cases, extend 
iheyond such limits. 

I can indicate the following remedies for the glut of idle money, viz, i — 

(1) The glut is already there. A provincial bank will not create it. It will not be 

« new thing. By not starting the provincial bank we do not lay the monster. The grim 
■spectre is always there. At present it is widely distributed amongst various central and 
-district banks. With a provincial bank, the glut will appear only at the headquartera. 
TThe number of different places where the glut appears will be reduced to one ; only its 
■size will be greater. , 

(2) There are many banks at present which do not get all the capital ^ey ne^. 
"The glut will meet the requirements of such deficit banks. Their number is not in- 
considerable. 

(d) We can establish a link with the outside commercial world through joint-stock 
tanks and the Imperial Bank. They can relieve us of our glut at once. They refuse to 
deal with each individual central bank but a provincial bank standing at the head of them 
all will be in a much better and stronger position to negotiate such concessions. We 
-can lend to such banks and relieve ourselves of our glut. The Bengal Provincial Bank 
lent large sums to the Central, the Chartered, the Lloyds, the Hongkong, the P, and 0. 
and other banks at varying rates for short periods from one day to three days and longer 
periods. Such rates vary. It lent recently Es. 1,20,000 to the Hongkong Bank at 
3} per cent, on one day’s notice. We can borrow from such banks in busy seasons if we 
are working with short capital. It would be quite easy to carry it out. 

(4) Through such a link we can easily step inside the walls of the Calcutta andj 
Bombay money markets which can absorb any resonable amount of capital. The inter- 
provincial movement of crops, the harvesting of our different crops at' different times 
all over India, the number and variety of our principal food and other commercial orops*- 
all these can be so utilised in an inter-provinofal movement of funds that when one bank 
finds itself forced with a glut another in a sister province may find itself in need of 
money. By a link with the Calcutta and Bombay money markets it will be possible to 
dake advantage of the seasonal demands for funds in &dia. With such a reeonreo at 
>«>nr back, we need have no fear of gluts. Bui this is a resource which only a provindal 
(bank can command. It would certainly be beyond the reach of central and distriol 
blanks. 

"11b. B. B. MuxBBm. 
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j .. <(§) easily our idlo bftlauces to tbe otber j^ovinciai co-operative . I^aniea 1 

wten they are m need of money. The seasonal demands for money vary in different' 
p^^ts of India so much so that the plethora of co-operative capital in one province 
cai} very easily be lent to paeet the demands of financing the movement of different crops 
in dtifferent provinces of India. The Maclagan Committee had such inter-provinoiai 1 
co-operation clearly in view as the ideal type of co-operation. They pointed out that the? 
“maximum benefit to co-operators and traders will result when inter-provincial business 
has been so developed that the plethora in one province can be lent to joint-stock banka, 
in another ... to finance the movement of some crop.” Business musl* extend- 
from being intra-provincial to inter-provincial. The Oakden Committee also agreed that 
a provincial bank can easily make such arrangements. But unfortunately, the Govern- 
mejj^t in its resolution on the report of the Oakden Committee regards this “to be a very 
qi^estionable assumption”. Why the Government regards it as such, unfortunately, we- 
do not know. But one would like to point out, as a matter of faott that the Bengal 
Provincial bank had actually lent large sums to other provincial banks, e.g^ Bihar, 
Burma and Bombay. The Bombay Provincial Bank had actually received large amounts 
of idle money from four or five provinces and Native States, and had, on the other hand,, 
passed on its own glut for investment with other provincial banks. In the face of all 
this, I confess, I find it difficult to appreciate the reasons on which the Government 
regarded the proposal of inter-provincial lending as “a very questionable assumption”.' 
lit 5Vould be about the best way to guide and control the regional movement of funds. 
The Provincial Go-opera tiye Banks’ Conference held at Bombay suggested certain eteps . 
in, order to make this inter-lending niore effective. Por instance, it resolved that the- 
question of seasonal surpluses and deficiencies in provincial banks could best be solved, 
by a regular exchange of information regarding mutual needs and surpluses and by 
following the general banking system of receiving short-term deposits in busy seasons 
at higher rates and of reducing rates in slack seasons. It also suggested that some 
inter-relation between provincial banks in British India and provincial or central, 
b^nks in Indian States would be desirable. In all these ways it would be( quite possible'^ 
to find outlets for bur glut of idle money so that this difficulty need not seriously trouble! 
us. 

(6) Further, I need hardly point out, that the danger of unemployed idle money ’ 
is very much exaggerated. The glut appears only for three months in the year from 
end of June to about end of September. There it usually a glut of money in this season 
in, the money-markets of the. country. The Oakden Committee found that the total 
idle balance in 3 yearsTfrom ,1923 to 1925 — came to 36 lakhs of rupees. In other words ^ 
ttle average idle balance in the year would amount to 12 lakhs of rupees only and that,' 
please note, only for three months in the year. Stated in this plain way, the danger 
does not look half as big as it is sometimes made out to be. It is more apparent than! 
real. It seems to me that we are merely raising phantoms in the clouds and then we- 
feel afraid of fighting them. It is hardly possible to maintain it as a serious proposition 
that we cannot find ah investment for 12 lakhs of rupees for three months in the year.. 

(7) Further, as they do in the Punjab, we can charge a slightly higher rate for the. 
busy nine months of' the year so as to compensate us — partly, at least, for the risk 
of some Joss in the three idle months. 

(8) We can a,lso lend to outside industrial concerns — either directly or through and 
with the advice of the department of Industries. There are plenty of such small 
industries at Cawnpore, Benares, Lucknow, Allahabad, Agra and other smaller towns ii^' 
tlii province. In the C. P. they also lend to the local cotton mills. With a wide tiwiety 
of our industries in the province, the problem need not be difficult. 

(9) W© cau develop the industrial side of co-operation and can start industrial 
co-operative societies on a more vigorous scale and develop our cottage industries. We 
can lend to them through the United Provinces Board of Loan Commissioners. It wilf 
ba , a new^ outlet for the employment of our idle money, 

(10) We are sure to have, sooner or later, land mortgage banks in the province,^ 

The provincial bank may lend to them a part of their funds which it can afford to invest 
oift loans and can' even finance ’their debentures. That Will help it in its gift, 
and will also helf the land mortgage banks in the marketing of their debenturea-. 
WhttS it will be mutually advantageous; • - t 
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(11) Lastly, if all the alternatives mentioned above fail — I know they cannot and 
will not fail — ^we can always invest in Government paper. There is no limit to the amormt 
that we can invest in that way. It will give an income, save the idle money and give- 
stability. Bengal had invested 83 lakhs in Government paper. Other provincial co- 
operative banks have done the same. I see no reason why we cannot do the same thing 
in our bank also. The return may be low, but it would certainly be much better than 
keeping money idle. ^ 

Thus, in all these different ways, J. think we can solve the problem of a g[ut. The 
danger is very much exaggerated and it is more apparent than real. 

If, however, we can’t get rid of this nightmare at all, I then suggest that we 8hould< 
start with a limited capital that will be sufficient for our slack season and arrange to 
have cash credit and loans from joint-stock banks in the busy season. The Imperial 
Bank had granted such concessions in Bombay and Madras. The other joint<stock banks 
will, I am sure, also grant us that concession. They can refuse such concessions to 
isolated central or even district banks, but with a provincial bank at the 
bead, the case is quite different. It need not be very difficult to arrange-^^ 
specially after the Banking Committee has reported — with the joint-stock banks^ 
to give the provincial bank the necessary cash credit in busy seasons and- 
to absorb the idle money in the slack seasons. The Imperial Bank has repeatedly saidt 
that they would consider this question favourably if a provincial bank was established^, 
The Imperial Bank, so far, has not dealt fairly with the co-operative movement. Armed 
with so many exceptional privileges it ought to be compelled to deal fairly and gejperously“ 
with us arid it ‘is for the ‘Provincial Banking Oommittee' to suggest ways and means for 
it. • - 

I have stated above the various considerations affecting the question. The ques- 
tion is not free from difficulties, but it certainly deserves the most careful consideration 
of the United Provinces Banking Committee so that we may have our provincial bank 
at an early date. It is useless to frame any definite scheme immediately. The principle, 
first of all, must be accepted. After we have done it, it would be time to frame a scheme 
and draft the bye-laws or the draft bye-laws published in 1917 with the Government- 
resolution may be taken as the basis of discussion. There are various other matters, 
which I have not touched, which will require very careful consideration. For instance, 
the question of a Government guarantee on the debentures to be issued by the provincial 
bank will require very careful consideration. This question gave rise to a lot of con- 
troversy in other provinces. The methods by which the co-operative societies can get 
better access to the money markets will also have to be considered. The best way and 
the best time to float the banjc is another matter. These and various other qu^tions carf 
best be settled later on after it is decided to start a provincial bank. I would prefer* 
a small committee appointed by the Government to settle these questions firstly, b^ause^ 
Government can easily get the services of experts; secondly, because a Government com-'- 
mittee will have greater powers and opportunities of an exhaustive inquiry and thirdly, as 
the question of a Government guarantee to' the debentures has to be decided, it woiM 
an advantage and it would only be fair to have the whole question tested by a Govern- 
ment committee. With reasonable good luck and fair speed we can hope to start our bank 
at an early date. 

The danger glut is not the real difficulty. There is really no monster barring^ 

our way. It is only our imagination that appals us. The real difficulty is that we have 
not made up our minds yet. 

The co-operative movement needs men with large hearts and larger faith. II 
heeds — ^not the sceptic but — ^the evangelist. We must get on or get out. By- ej^ecting* 
difficulties we only create them. Let us not lower our ideals for the sake of imaffiuftry- 
difficulties. 

, Caution and prudence are very yood thin^ and far be it from my’ purpose to, underl 
'estimate them. But it is quite possible to have it overdone and, it seems to me, that 
in the United Provinces we are sick and suffering from an excess of caution. It is! goodt 
to be’ cautions ; it is better to be very cautious — but it is best not to be too cautious. 

s Bi the name of the po-operative movement which I regard’ as one of the greatatt oT 
modem humanitariau movements in India, I would ask the members of the ’ 
Provinces Banking Coihmi^ee to insist upon a provincial bank. All other 
have gone ahead ; let us wake up. It is vital for us to get it. We 

wo can. ; - . . ' . , - , . V 
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The YICE-PRINGIPAL, Ghrletlan GoUe^e, Lucknow. 

Replies to the qaeetioiiiiaire. 


I. — ^AGRlCtJLTURAL CREDIT AND CREDIT FACILITIES, 

Pert A, — Agriculturel borrowing for purposes of production. 

Question 1. — ^In the Meerut district, the agriculturists borrow from the Tillage 
tnahajan to the extent of 90 per cent, and the remaining 10 per cent, from the butcher 
or arhatiaSf while in Sitapur they borrow as much as 96 per cent, from the village money, 
lenders, 4 per cent, from the co-operative societies and 1 per cent, from Government. 

The purposes for which loans are taken and the proportion in which they are 
distributed in Sitapur are as follows : — 


1. 

Seed 


Per cent. 

... 80 

2. 

Subsistence 

• • • 

26 

8 . 

Repayment of earlier debts 


20 

4. 

Marriage and other social functions 


15 

6. 

Manure 


16 

6. 

Payment of accumulated interest 


10 

7. 

Purchase of plough or other cattle 


6 

8. 

Expenses of cultivation 


2 


In Meerut they borrow for all the above purposes, except manure and expenses 
^ cultivation, and in addition for payment of land revenue and in times of famine, 
'Which, along with marriage and other social functions, are responsible for 90 per cent, 
the debt. 

Of the total debt, 60 per cent, is in cash and 40 per cent, in grain in Sitapur, 
while for Meerut the figures are 80 per cent, and 20 per cent., respectively. Again, the 
iebt for short periods is five per cent, in Sitapur and 18 to 36 per cent, in Meerut. 

Question 2. — The rates of interest for advances in cash are 12, 14 and 76 per cent., 
and for loans in kind 25 and 60 per cent. 

The methods of calculating interest are simple, compound, hist, ughai (instalmen^l, 
timahi (quarterly! and shashmdhi (six-monthly). The interest is exorbitant. 

The incidental charges paid are stamps, nazrana, chhoot (looH^f labour and dastah. 

Question 3. — ^All kinds of security are given and accepted in the case of borrow- 
ing for agricultural purposes, e,g.^ ornaments, house property, land mortgage, standing 
-irops and agricultural implements, and also personal security. 

It is true that the better the title to land the greater the amount of indebtedness. 
Eighty per cent, of the zamindars and 96 per cent, of the agriculturists are indebted in 
•Bitapur. 

Question 4. — ^The usual methods for securing .the repayment of debt are use of 
physical force or coercion and litigation. 

An agriculturist borrows when grain is dear and repays at the harvest time when 
grain is cheap, thus suffering a loss in the change of rates. If the cultivators are 
educated and posters are published, they would know the prevailing rates in the market 
Atom time to time. 

Question 6. — ^The cultivator does not take full advantage, of government loans, 
%cau8e of abuse, such loans being given to a favoured few and something being chtoged 
'by the middlemen. These loans are always taken in abnormal years. 

The loans should be given through panchayats or co-operative societies, which 
•|rill avoid much corruption. 

^loi^-pBiNoiFAL, Christian CoUiBGb. Luokhow, 
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Pali H, — Small urban industries. 

Question 1.— -The fiaance of cottage industries is provided by moneylenders, co* 
operative societies, traders and proprietors of small shops. 

The raw material is borrowed in terms of cash from the merchants, while ^e 
implements are either hereditary or supplied by the proprietors of small workshops. 

The wares are sold by the artisans either by going to the nearest bazars, or to 
-the merchants who lend the raw materials. 

Question 2. — Karhhanas are to be found in the following industries, oiz„ metal 
work, tailoring, shoe-making and chikan work (Lucknow). 

The karkhanadars sell their articles to shopkeepers who sell to the general pubUe. 
In some cases the karkhanadars deal directly with the consumers. 

Question 8. — ^There is sweating of male labour, which co-operation can remove. 

Question 6. — ^An industrial bank on co-operative basis should be an improvement in 
the present system of financing small industries. The bank should lend to artisan 
societies and to small workshops on good security. 

Part J. — Internal remittance and negotiable instruments. 

Question 1. — The existing facilities for internal remittance constitute postal 4nd 
telegraphic money-orders, postal insurance, hundis, cheques, bank drafts, etc., 

The more economic instruments are not yet popular in small industries, and 
hundis are used only in the agricultural area by the mahajans. The chief remedy is 
literacy. Postal orders may be introduced with advantage. 

Question 2. — ^Th© negotiable instruments are used mainly in whole-sale trade. 

Question 8. — Supply bills facilitate internal remittance to a small extent on^ 
in presidency towns and important trade centres, e.g., Calcutta, Bombay, Karacm, 
Madras. 

Question 4. — ^The reduction of duty may help the extension of the use of bills of 
exchange. 

Question 5. — It will be very helpful to have an extension, cheapening and improve- 
ment of post office agency for handling internal remittances. 

Question 6. — The sahjog hundis are mainly current, darshani being rare. They 
are generally held by the merchants and do not pass freely from hand to hand. But 
they are sent to be discounted or rediscounted outside the district of origin as well. 

Question 7. — ^In cities borrowing is done on the security of railway receipts acccnn- 
panied by bijaks or invoices on the execution of lien notes. A system of municipal 
warehouses should be instituted, and on the security of delivery order, accompanied by 
the railway receipt, the borrowing of money during the process of marketing would be 
easier. 

n.— I ndigenous banking. 

A. — Organisation of indigenous hanking. 

Question 1. — The various classes of indigenous bankers are firms, shroffs, mahaians, 
Hdhathis. Kistias 

The Bakathis lend on the ughai system; the shroffs lend on the secnri^ of oma* 
ments genmlly and in some oases, also receive deposits. Private bankers chiefly transact 
hundi business, receive deposits and lend by rediscounting with banks. The indigenous 
bankers do combine other business with their own. The principal business in some cascMi 
is shop-keepmg, dealing in grain, cloth, gold and silver. Subsidiary business is indi- 
genous hanking, but among the Rahathis the principal business is moneylending. 

Question 2. — ^The bankers lend money on pro-notes and personal security, and 
also on tho security of jioperty such as land and cattle. They help the trade by xueans 
of hundis and promissory notes. 

Question 5.— The indigenous bankers generally keep their accounts qfl the hahi> 
khata system, but some private firms, working as scents of joint-stock bankSi adopt 
system of accounting, 

Vnm P » mau ? AXi , Chbistian Columjb, Lucknow, 
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B, — Raising of funds by indigenous hankers. 

Question 2. — ^The indigenoufl bankers provide tbemselveB with funds by means 
le-discounting- hundis of joint-stock banks and in some cases receiving dej^sits. ' They 
also lend among themselves. The main defect in the present system is lack of co-oper^ 
tion between indigenous bankers and joint-stock or the Imperial bank. Another - defect 
i* the rarity of deposits. ^ 

Question ,3. — ^Deposits are generally received for safe custody and in some cases, 
for instance by firms, on interest ranging from annas 8 to annas 12 per month per cent. 

C. — Advances by indigenous bankers. 

Question 2. — The organisation of banking can be improved if the indigenous bankers 
were to borrow as a general rule and not in exceptional cases as is now from the joint- 
stock banks by re-discounting hundis. This would tend to reduce the rates of interest 
for they would be regulated by the rates charged by the joint-stock banks which would 
be controlled by the Central Bank when it comes into existence. 

The reduction in the rates is likely to benefit the agricultural community only 
when, as a result of inter-connection with the money markets, they cease to have money- 
lending, and there is competition among the moneylenders, who can borrow from the^ 
money market. Until this happens, reduction in the rates of interest may be intercepted 
by the village moneylenders. 


,Viob>Piuncipal, Chbistiak CoiiLbqe, Lucknow. 
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Mt. R. C. BHARGAYA, B.A., L.T., Head MasteHr Ktehoil Raman 

High School, Muttra. 


Replies to the questionnaire. 


I. — ^Agricultural credit and credit facilities. 


Part A. — Agricultural borrowing for purposes of production. 


Question 1. — ^The agriculturist borrows from village moneylenders, co-operative 
societies, Government {taqavi)^ and zamindars. 

The purposes for which he borrows and the proportion of the debt distributed 
^mong such purposes are given below : — 


Marriage and otuer social functions 
Famine and other kinds of distress 
Payment of land revenue or rent 
Seed (borrowed in kind) and cattle 
Expenses of cultivation 
Litigation and subsistence . . 
Sinking of wells . . 

Payment of earlier 
Other purposes . . 


50 per cent. 

0 

15 

8 „ 

2 

5 ,, 

1 

5 

9 


The distribution of debt among lending agencies is as follows 

Village money, lenders . . . . . , 90 „ 

Co-operative banks . . . . , . 8 „ 

Government and zamindars . . . . . . 2 „ 

Eighty per cent, of the total debt in incurred in cash and 20 per cent, in grain. 
Of the total debt 70 per cent, is incurred for long periods and 80 per cent, for short 
periods. 


Question 2.~The rates of interest are 25 per cent, per annum for all loans 
whether incurred in cash or in kind. 

The rates of interest are in my opinion exorbitant. 

Incidental charges are dharmada (religious and charitable purposes), opening of the 
purse, etc. 


Question 3. — Standing crops, oxen, house property, ornaments, and land mort- 
gage are the various kinds of security given and accept^ in borrowing for agricultural 
purposes. 

It is . correct to say that the better the title to land the greater the amount of 
indebtedness. 

The comparative extent of indebtedness is — 


Bigger landlords 
Pattidar 

Occupancy tenants 
Ordinary tenanta . . 


75 per cent. 
25 „ 


The amount of debt secured on land mortgage is increasing. liand mortgage 
per cent., unsecured or otherwise secured 80 per cent. 


Question 4. — ^The usual methods of enforcing payment of debt from agricultunsta 
are distress of standing crops, attachment of property and arrest. 

There is a difference of about 3 per cent, between the rate at which the cultivator 
borrows grain or repays it and that prevailing in the market. 

There is no proper means to ascertain the prevailing rate. Information is some- 
times had from reports of persons who sometimes go to the market fbr some purpose. 

Question S.^The cultivator does not take full advantage of tbe laoUi^ee ^provided 
by the Agriculturists Loans Act and the Land Improvement Act. 

Hr. R 0. Bhabgaya. 
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Tbd reasons are ignorance and illiteracy, want of resourcefulness, and nervousness^ 
4ne to the unsympathetic attitude of subordinate tahsil officials and menial servants* 

In abnormal years the cultivator borrows taqavi to the extent of 80 per cent» 
against 20 per cent, in normal years. 

The present ta^aei system is much officialized. Most of the cultivators do not liks 
to apply for taqavi on their own initiative unless pressed by the zamindar or moneylender. 

In each tahsil there should be a board of zamindars or panchayat to find out tha 
needs of the cultivators, produce taqavi loans for cultivators and supervise the distribution 
of the taqavi. The tahsil officials should be the last persons to decide the granting of 
taqavi loans* The board should be made to see that the taqavi loan is utilised mr the pur- 
pose for which it is granted ; and that no zamindar ^ moneylender, or other agent deprives the 
agriculturist of the advantage of the loan. 

Question 6. — Cultivators do not combine together to produce particular crops. Int 
the existing condition of illiteracy any combination is unpracticable though it is highly 
desirable. 

Question 7. — The present system of agricultural borrowing is defective for the: 
following reasons : — 

(а) Exorbitant rates of interest. 

(б) Dishonest dealings of moneylenders. 

(c) Large amounts are borrowed for social functions, and very little for agricul- 
tural improvements. 

I suggest the following remedies : — 

(I) The co-operative system should be popularized* 

(ii) Exorbitant rates of interest should be penalized. 

(iii) An agriculture board or panchayat should be established to see that dishonest 
transactions are reported to the competent authorities. 

Part B. — Agricultural borrowing for purposes of marketing. 

Question l.—The crops are brought to the market either by the agriculturists them- 
selves or by their moneylenders or by merchants who purchase them in the village* 

Question 2. — ^The money to finance the marketing of crops is obtained chiefly from thr 
village moneylender, but in some cases grain merchants also advance money* The 
moneylender charges 26 per cent, interest on the money lent. 

There are co-operative societies in our district but they do not assist in marketing 
the crops while, as a matter of fact, they should. 

Question 8. — ^In the case of marketing his crop the cultivator pays — 

(i) 25 per cent, as interest to the moneylender; 

(ii) about 1 per cent, to the commission agent; and 

(iii) about i per tent, to the broker. 

These charges vary with different crops. 

As an incidental charge he pays 1/10 per cent, in dharmada. 

Question 4. — ^The cultivator, after paying his dues to the moneylender and zamindars ^ 
stores his grain in his kachcha kothas. He should keep the grain in pakkot strong, well- 
ventilated and insect-proof rooms. 

In niarkets grain is stored in pakka kothas and godowns. They are not well 
ventilated and hence much of the grain is spoiled by insects, etc* 

Question 6. — About 75 per cent, of the grain is stored in the market to be used as 
security for obtaining credit from grain merchants and banks. 

Question 6. — I think that a system of licensed warehouses could be worked in 
India. There would be need of (Jbvernment assistance in the matter. 

Question 7.-~Cultivators do not combine together to market particular crops. Such' 
combination is desirable, for poor cultivators can get help and facilities through the richer 
ones. 

Question 8. The system of weighment in the markets is satisfactory. 

Question 9. — ^Exporting firms enter into speculation in bigger markets and thue 
combining to^rether try to control the prices of the market. This happens specially m 
the case of cofton, etc* 

Ms. B. 0. Bharoava. 
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As a (xmseqtience ths cultivator gets a lesser amount for his crops. 

A company of local merchants should be formed which should obtain inlormaiicsa 
regarding rates, etc., of bigger markets such as Bombay, etc., and shcuy^ purchase the* 
orops at this rate plu$ the usual expenses from this market to Bombay, and some 
nominal charges, and should not allow the speculating firms to purchase on lower pricee- 
than the prices at Bombay, etc., taking into consideration all the expenses. 

Part D. — Credit facilitiee in respect of agricultural production and marketing. 

Question 1. — The parts played by the different banking agencies in providing agrioal* 
lural credit in respect oi crop production are given below in order of their importance 

(1) Village moneylenders. 

(2) Grain dealers. 

(3) Indigenous bankers. 

(4) Co-operative societies. 

(6) Government. 

The existing credit facilities are not adequate. Government must come forward" 
with more substantial help minus the vigour and the red-tapism noticeable in tb# 
present system of advancing credit. 

More co-operative societies are highly desirable with the ultimate aim of establish*^ 
ing a central agricultural bank. 

The defects in the existing system of agricultural credit are : usurious rate ol in* 
terest is charged; lack of promptness in meeting the financial requirements of the 
agriculturists. 

The tahsil staff should now and then inform the higher authorities of the condition 
of crops with a view to make known the requirements of the agriculturists. 

Question 2. — Moneylenders and grain merchants play a prominent part in relation 
to the marketing of crops by financing the cultivator or by helping him to bring the 
crops to the market. The grain dealers then make purchases of the same; after, that, banks 
(ome in and help in financing the grain dealers in sending the crops from the distributing 
centres to the exporting ports. 

The cultivator is never fully acquainted with the true condition of the market 
and his field produce does not fetch him its proper price. The cultivator should be itt" 
close touch with the banks, or rather banks should extend their helping hand in financing 
them. 

Illiteracy of the cultivators is the cause of defects in the existing system of agricuh 
tural credit. Had they been> aware of the facilities available they would have taken 
the utmost advantage of them. 

Part E, — Land mortgage hanks. 

Question 5. — The establishment of land mortgage banks would solve the problem 
of long-term advances in this province. 

Question 6. — ^There should be two land mortgage banks, one for farmers and small' 
land-owners and the other for big land-holders (zamindars and taluqdars). 

The big land-holders’ banks should supervise and control the smaller banks. 

They should have share capital of their own, together with the Government 
guarantee for interest. The capital should be sufficient to meet the needs of the- 
land-holders and tenants and in proportion to the value of land in the locality. 

The share capital should be availabje for subscription to the public and (^vemment. 

In case the share capital is not taken up by the public, Government should under* 
take the obligation of subscribing the balance. 

The bank should be a corporate body, managed by a Board of Directors composed 
of educated share-holders. Each share-holder should have the rijfht to vote at general 
meetings; other management should vest with the Board of Directors composed of five 
members, two of whom should bo Government nominees. They should be entitled to » 
certain allowance or salary. 

The maximum period of loans should be 80 years, and the amount of loans should* 
not exceed 70 per cent, of the value of mortgage. 

Land mortgage banks should obtain working capital from deposits, dehanturer 
and a central institution. All of these should supply the necessarv capital. 

Debentures should carry a Government guarantee for interest. 

Mb. B. 0. Bbaboata. 
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If debentures are not taken up by -the public within a certain time, Gbvernment 
ihiould take up the balance. 

Debentures should rank as trustee securities. 

To safeguard itself against loss, Government should accept mortgaged debenturea. 

The following changes of the existing law in favour of land mortgage banks ate 

jiuggested : — 

(i) Free issue of certificates of encumbrances by the registration office. 

(ii) Abolition or reduction of stamp duty, registration charges and court-fees. 

(iii) Notification of proposed mortgages. 

(iv) Simplification of the process of foreclosure and sale in the event of non-payment. 

The Provincial land mortgage banks should be co-ordinated under an all-India 

iCentral institution. The constitution should be on the lines of the Imperial Bank of 
India. It should be a bankers’ bank. 

. Question 7. — The only method that suggests itself to us as suitable for calculating 
the value of land is to take into consideration the fertility of the soil, the rent paid by 
^cultivators, the prospects of improvements, transport facilities and nearness to a food 
market. 

In my district the value of land per acre does not differ according to the crops 
•gro^n on it. 

Irrigation facilities and fertility caused by a good supply of manure at hand 
increase the value of land; whereas poorness oif soil, deterioration of land owing to 

overgrowth of 'leans* and other injurious weeds, and over- watering of the fields, 
affect the value of land adversely. 

Private transactions are more favourable to the price obtained for land than sale 
'by Government auction and sale on a court decree; but much depends upon the competition 
amongst buyers and the needs of the parties to the sale. 

The proportion of the annual net yield of average quality land to its market 
value under normal conditions is 20 per cent. 

' Part G. — Small industries allied to agriculture. 

Question 1. — ^There are some small subsidiary industries in our district such as 
gar-making, growth of tobacco, vegetable and fruit growing and cotton-ginning. 

Question 2. — Gar-makmg is a • flourishing industry, cotton-ginning factories are 
very small in number, while fruit, tobacco, and vegetable growing is done in all 
villages, but to a very limited extent of a few acres. 

If the producers use power machines they can get better and greater amount of 
sugarcane juice for gur. 

Question 3. — The agriculturist can be usefully employed in a number of industries 
‘Which require a very small capital and which can be financed on the co-operative system, 
such as — 

■ (a) Rope-making. 

(h) Basket-making. 

(c) Toy -making. 

(d) Carpentry. 

(e) Spinning and weaving. 

(f) Poultry farming. 

(f) Silkworm rearing. 

(h) Cane work. 

(i) Kankar mining. 

(/) Gardening, etc. 


Pari H. — Small urban industries. 

Question 1. — Cottage or art industries are financed chiefly by large dealers. 

Artisans get raw materials from the lajge dealers, while they have their own 
^implements. 

The large dealers purchase their wares, though an infinitesimal proportion is dis- 
posed of by the artisans themselves. 

Large dealers are the mainstay of the cottage industries inasmuch as they 
finance, purchase and distribute the products with the help of the middleman, who en- 
iibles the large dealers to have transactions amongst themselves and the producers. • 
Hb. R C, Bhargava. 
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Question 2. — ^There is no such industry in our district in which master artisans 
work in karkhanas. 

The middleman is the connecting link between karkhanadars and consumers 
inasmuch as he enables them to have transactions. 

The workers work in consideration of the wages they get, and apprentices work 
with a view to learn the industry on sufferance of the workers- 

Question 6. — co-operative bank would be a suitable method of improving idi'e pre- 
sent system of financing small industries. 

Such a bank should issue loans preferably to the artisan s^ieties and artisan 
share-holders of the bank and also the individual artisans or firms which have good credit 
and where the money is safe. 

Question 6. — Sales associations, d4p6ts, or emporia should be organised, financed 
and managed by the artisans’ co-operative societies or by a board of artisans selected 
from artisan societies, individual artisans or firms. 

Part J. — Internal remittance and negotiable instruments. 

Question 1. — S’or remittance of cash the following facilities exist : — 

Currency notes, insured packets, postal orders, money-ordprs, telegraphic money 
orders, bills of exchange, hundis, promissory notes and cheques. 

There are no defects in the present system. 

Question 2. — Trade is very much facilitated by the use of negotiable instruments j 
the use of cheques is gaining ground. Bills of exchange are taking the place of hundisx 
much waste of money is avoided and time is saved; public is familiarised with tha 
advantages of this instrument. 

Question 3- — Supply bills facilitate to a great extent internal remittance. 

Question 4. — Spread of commercial education is needed to extend the use of billft 
of exchange. 

Question 5. — I would approve of the extension, cheapening and improvement of 
Dost office agency for handling internal remittances. 

Question 6. — There are two kinds of hundis^ darshani and mite. The Utter ii 
generally sixty-one days after sight. 

They should be protected by some law such as the Negotiable Instruments Act. 

The local hundis are held by merchants while others pass freely. 

They are discounted j locally and are also sent to Delhi, Bombay and Calcutta. 

Question 7. — Es. 75 per cent, money is advanced on the security of instrumentB of 
ownership, c.g., railway receipts, invoices, etc. 

No difficulty is experienced in using such instruments in this manner. 


11a. C. Bhabqava. 
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Dp. Sip TEJ BAHADUR SAPRU, K.C.S.I., LL.D., Advocate, 
High Court, Allahabad. 


Memorandum. 


At the outset I may frankly say that I do not profess to possess any special 
knowledge of banks and banking in India and I am most reluctant to express any 
opinion on the financial aspects of banking » as these matters lie outside the scope of 
my ordinary work and I do not claim to have made by any special study of the economic 
issues connected with or arising out of banking operations in India. I have, however, 
formed some general opinions in the course of my 34 years’ practice at the Bar during 
which I have had to advise several banks in these provinces and elsewhere, or to conduct 
their cases in courts of law, or to take up the cases of private individuals against banks. 
The cases that have been submitted to me for private advice or conduct in courts of 
law have given me plenty of food for reflection, and while it is possible that my views 
may be coloured by the legal aspects of the case I have come to hold the opinion that there 
is great need in this country for some sound legislation as to banks and their constitu- 
tion. 

I. 

I have been amazed in some cases that no regard is paid to the composition of 
the Directorates. Anyone who is supposed to possess some sort of local influence is con- 
sidered to be good enough to be appointed a Director, whether he knows anything or not 
of the working of banks, or whether he is possessed of the necessary judgement on 
financial questions. In not a few cases I have come across the names of local lawyers or 
local zamindars — who may probably be very good men in their own way — ^but who cannot 
claim to possess any special qualifications for the onerous duties connected with the 
office of a Director. Some of these banks have come to grief, and the investors have 
Buffered seriously. I had a case in my hands some three years ago in which a branch 
of a bank in another province was started in a small hill station. The Manager or the 
local Managing Director was a man of no particular repute. The bank went into liquida- 
tion and, if my recollection is right, all that was discovered in the till was a sum of 
Ee. 1-5-0. I thought the conduct of the people was inexcusable. 

Some years ago I was asked to appear for a bank in a mortgage suit. The bank 
advanced a sum of Rs. 50,000 to the guardian of a lunatic who had been so adjudged by 
a court of law, and this loan was advanced on the security of the lunatic’s estate without 
the sanction of the judge. Among the Directors were some lawyers, but no one seemed 
to have taken the care to obtain the judge’s sanction. I doubt if some of the Directors 
knew that it was necessary to do so. The suit had to he compromised under my advice. 
I was not surprised when a few years later the bank went into liquidation. 

Only a few months ago I had to conduct in the High Court the case of a bank. The 
sum involved was a lakh of rupees, and I have no doubt the case of the bank was perfectly 
honest but the irregularities in the transaction were so glaring that it was with no 
little difficulty that the bank, which had lost the case in the first court, succeeded in 
the High Court. 

Even more recently I had to deal with the case of another bank and that had to 
be compromised because a fight in open court would have, in my opinion, resulted in a 
heavier liability being imposed on the bank. 

Now, I may point out that these two recent cases were not of banks of mushroom 
growth but of banks of very high standing. Obviously I cannot he expected to disclose 
the names of the banks as these matters came to my notice in the course of my profes- 
sional work. The conclusions I have arrived at are that there is need for legislation 
providing for — 

(1) the minimum qualification of Directors. The possession of a certain number 
of shares alone should not be the only qualification required. Some pre* 
viouB training in a bank, or some special knowledge of the economic qnee* 
tions should be insisted upon; 

Dn. SzB Tm Bahadub Satbu. 



( 61 .> ) 


(2) the Tninimnm qualification for the appointment of managers or assistant 
managers or agents or local agents; 

(8) for the compulsory appointment of legal advisers who know something of the 
banking commercial law and have made a study of conveyancing. 

A good deal of the litigation in this country is due to the fact that pec^le enter 
into transactions without obtaining previously legal advice or without getting their 
documents drawn up by trained conveyancers. I remember the case of a bank which 
could easily have saved a fee of several thousand rupees paid to me during the conduct 
of the litigation, if before, entering into the transaction it had paid a small fee of Bs. 100 
to any decent lawyer and obtained his advice. The practice of retaining a family 
solicitor or a private solicitor, so common in England and also in the Presidency towns, 
is wholly unknown in these provinces, and the result is legal chaos. 

n. 

While 1 have said this much against the banks (and what I have said against the 
banks is even more applicable to the case of private bankers or moneylenders), I am 
bound to say that the state of our personal laws is such that a bank runs no ordinary 
Tisk in dealing with a Hindu or a Muhammadan borrower. I believe that in not a few 
cases the rate of interest goes up because of these risks. The constitution of the joint 
Hindu fi^ily is the root of^ the trouble. A Hindu father borrows money from a bank 
representing that there is necessity for the loan. The bank then sues him for the 
recovery of the debt and gets a decree. Then the debtor’s son, or grandson, or brother 
brings a fresh suit to save the property and alleges that there was no necessity and that 
his father, or grandfather, or brother was a drunkard, or an immoral person. Very 
often a suit of this character is inspired by the debtor himself. Now this litigation may 
last 5 or 6, even 10 years. Either the son or the grandson will succeed, or the bank. In 
either case the bank loses heavily. Similarly a ^uhammadan debtor can easily defeat 
his creditor by transferring his property to hi's wife in lieu of dower which is not always 
-a matter of record. The number of cases in which such dishonest methods are deliberated 
followed will be found to be alarmingly large if statistics for a few years are collectea. 
Speaking as a layman, I think this state of things must seriously affect our creit and 
make the position of our banks peculiarly difficult. The remedy for this lies in legislation 
which, no doubt, will be opposed by some people on the ground of religion being in 
danger. There is in truth no religion in it. In point of fact joint families are breaking 
up and the old legal presumption that every Hindu family must be assumed to be joint 
until the contrary is proved is one of those superstitions of law which we have inherited 
from an earlier generation of the expounders of our law in British times. This ideal 
joint family, it is my conviction, exists more in the pages of Maun and the Law Beports 
ihan in fact. I suggest that it should not be beyond the pale of legislation to cope with 
ihe present state of things. 

m. 

It also seems to me that to improve our credit and to increase banking facilities, 
it is very necessary that our system of registration law should be modernised and stiffened. 
In actual fact there is not much sanctity attaching to registration in India. Tou may 
say in your registered bond that you have borrow^ Bs. 60,000, and when the creditor 
sues you, you may prove that you borrowed only Bs. 6,000, and not Bs. 60,000. The law 
allows you to play this trick with the creditor. Again, a property may stand in A *s name 
and B may claim that it was really his. This we owe to the doctrine of Benami. There 
is very little in the way of registration of titles, and, so far as zamindars are concerned, 
iihe revenue records are supposed to do duty for registration, but the revenue records can 
be, arid are not infrequently, challenged successfully in courts of law. The effect of all 
these legal defects on the dealings between the borrower and the lender can only be 
disastrous to society and to our credit. 


IV. 

I have read the note on land mortgage banks attached to the questionnaire. 
Without expressing any opinion on the relative merits of one system or the other, I 
think, such banks are needed in these provinces. I have a great deal to do with the 
tatninddfs and the taluqdats. The instances of the indebtedness of a good many of them 
which have come to my knowledge are appalling, O^ey are finding it inereasiaglj 
Db. Sm Tb7 Bababob 
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difficult to raise loans. The ordinary banks do not naturally like to get their money 
looked up for years, and then to face a heavy litigation. The taluqdar or the zammdar 
who wants to borrow, borrows not infrequently from private moneylenders and. I doubt 
whether he always gets the whole of the money for which he gives the bond. He has 
got to pay the penalty for his bad reputation as a debtor and for the risk involved in 
dealing with him. More or less the same is true of the petty agriculturists. 

I notice that it is stated in the note on land mortgage banks that “the experience 
of land mortgage banks is satisfactory and that they are rarely called upon to foreclose 
or take the properties under their own management.” I am afraid that the experience 
of such banks in these provinces will not be so satisfactory and they will have frequently 
to foreclose or take the properties under their own management. Personally I think 
ample powers should be given to the banks to take over the properties of their debtora 
under their own management. This will, at any rate, save in some cases some portion of the 
property of the debtor. I have always regretted that our courts of law are unlike the 
English courts generally reluctant to grant what is technically called equitable execution 
of their decrees, with the result that the ordinary system of executant is a long dreary 
game which is more successfully played by the debtor than the creditor. Again I blamo 
the law which has to be rescued from its chaotic condition. 


Oii. Sm Tw Bahadub Sapbu, 
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Lala JAI GOPAL Sahib, Vakil and Honorary Magistrate, Bndann. 


Replies to the questionnaire. 


I, — Agricultubal credit and credit facilities. 

Part A, — Agricultural borrowing for purposes of production. 

Question 1. — ^Tho agriculturist generally borrows from village moneylenders. The 
co-operative bank has ceased to exist in the district. 

He generally borrows for all the purposes mentioned in the questionnaire, except 
for sinking of wells, buildings of banks and other agricultural improvements. 

It is very difficult to ascertain the proportion in which the debt is distributed 
among the above purposes, but I think that loans are seldom advanced for marriage 
and other social functions. 

The majority of the loans is incurred in cash, the rest in grain. , 

The debt is very seldom incurred for a short period. 

Question 2. — ^When the debts are simple, i.e., are not mortgage debts, the rates 
of interest vary between 2 per cent, and 3J per cent, per mensem, but if they are 
advanced on security of landed property the rate of interest is generally between 12 annas 
per cent, and Re. 1 per cent, per mensem if the amount of debt is above Rs. 1,000, 
otherwise the rate may rise to Rs. 2 per cent. 

The rates of interest for loans in kind for seed are generally 25 per cent, per annum 
and for other loans in kind the rate of interest perhaps may be the same. 

In the case of mortgage debts the rates of interest are compoundable with half- 
yearly or yearly rests, and in other cases simple interest is charged. 

Looking to the poverty of the districts the rates are not exorbitant except in a 
few exceptional cases. But now the rates are reduced by the courts- 

There may be other charges, but these are very few or rare. 

Question 3. — ^Loans are advanced for agricultural purposes on the security of 
land mortgage, standing crops, house property in the towns and ornaments. 

In my experience the allegation that the better the title to land the greater the 
amount of indebtednss is not generally correct. The poor cultivators are generally the 
greatest borrowers. It is very difficult for them to support themselves by the product of 
the crop, and I think sometimes they pay the rent to the landlord by borrowing from the 
moneylender. After the cultivators come the zamindars who often pay the land revenue 
by borrowing from others. 

The amount of debt secured on land mortgage is gradually decreasing. The secured 
debt is losing popularity because the creditor has to suffer much hardship when he goes 
to the courts of law for a remedy. Muhammadan purdanashin lady debtors are also 
very strong opponents of the creditor. 

Question 4. — have very little experience of methods of enforcing payment, except 
that if the debts are not paid by pro-note demands the creditors generally realize their 
dues by means of law suits. 

Question 5. — Very seldom the agriculturist takes full advantage of the Agriculturist 
Loans Act and the Land Improvement Act. He borrows taqavi only when there is 
scarcity of produce or famine, and at such critical periods taqaei is advanced to him 
freely. The ignorance of law appears to be the chief cause of his not availing himself 
of the advantages afforded to him by the Acts. 

Question 6 . — So far as I know the cultivators generally do not combine togetheir 
to produce particular crops. Such combination is desirable but it appears to be improbable. 

Question 7. — The present system of borrowing is defective : there should be more 
sympfthy between the lender and borrower. Owing to the defective system of manage- 
ment or to some other cause the co-operative bank failed in the district, The agri- 
Lada JTai Gopal. ^ 
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<^ti 3 irist is afc the mercy of the moneylender who is naturally selfish and cares more for 
the interest than for the borrower. If the cooperative bank be again established in the 
district on a firmer basis than before, I think there may be facilities of borrowing to the^ 
agriculturist. 


Part B.-^-Agricultural borrowing for purposes of marketing. 

Question 1. — ^The principal crops of my tahsil Bndaun are mostly brought to the 
market by the cultivators themselves personally, but often the grain dealers go to the 
villages, purchase the grain in cash and bring it to the markets in carts. 

The methods of marketing do not vary whether the crop is used for domestic 
consumption or sold in the market. 

Question 2. — ^As far as my personal experience is concerned money is not obtained 
to finance the marketing of crops from any class of moneylenders. 

Question 3. — ^The cultivator ordinarily pays, in the case of marketing his crop, Ke. 1-^ 
for grain worth Bs. 100, to the shopkeeper or weighman annas 6-3 per cent, for dust 
and mud, etc., weighed with the com, and annas 6-3 per cent, to the palladar or 
grain carrier. This is what I ascertained from inquiry and this is the prevailing custom 
of Bndaun city market. 

These charges concern the marketing of grain only; in the case of cotton and 
sugarcane no such chargers are levied. 

No other incidental charges exist in the city of Budaun. 

Question 4. — The rich contractor stores his grain in khattis. In the market the 
grain is stored in the market in ordinary bundles. 

Question 6. — ^In my district the practice of storing grain in khattis in the markets 
as security for obtaining credit is almost non-existent. 

Part E. — Land mortgage hanks. 

Question 1. — So far as my area is concerned loans are obtainable for long perioda 
by landlords only. The tenants are not given long-term loans because tenancies are 
not transferable. There is no fixed rate tenant in my district. 

Question 2. — Long-term advances are available on the security of zamindari pro- 
perty. 

Generally there is a very little sympathy and goodwill between landowners and 
moneylenders. The borrower when he is in need of money yields to every proposal of the 
lender, but the borrower leaves no stone unturned when the lender wishes to realize his 
money. Under the Hindu law the legal necessity is the objection, and in the case of 
Muhammadans the pardanashin ladies raise the objection that the terms of the loans were 
not properly explained to them. 

Question 8 . — ^Non- transferability in the case of tenants does act as an impediment 
to long-term credit and increases the rate of interest. 

Question 4. — The occupancy right does not ^ serve as an adequate security for long- 
term credit. 

If the law is modified and loans are available on the security of occupancy rights, 
1 . 6 ., the occupancy rights are made transferable at least for a period of 10 or 12 years, 
I think there would be facilities both to the lender and the borrower. The zar^i-peshgi 
leases should be declared invalid under the loan for the period mentioned above. 

Question 6.— The establishment of long-term land mortgage banks should solve the 
problem of long-term advances. It is very difficult for me to suggaat what form of bank 
should be established in this province. The Punjab bank appears to be suitable, but 
the terms for advances of loans are hard. In my district at present it appears to me 
that it would be difficult to find sureties for the debt, and I think it unnecessary when 
the security of the property is sufficient. 

Question 6. — ^In my humble opinion two banks, one for land owners and the 
other for farmers, are more preferable than the establishment of one joint bank. 

There should be co-operation between the two banks; one bank should provide 
capital to the other in case of necessity. 

In my opinion the Government and the banks should equally provide the capital- 

The public should subscribe the share capital in the first instance. 
liALA Jai GoPAL. 
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If the share capital is not taken up by the public, the Government should under** 
take the obligation of subscribing the balance. 

The maximum period of the loans should not exceed twenty-five years. The value 
of property mortgaged should be double that of the amount advanced. 

I think the Government should be recompensated from the profits of the baxik. 

The issue of certificates of encumbrances at a nominal cost would prove very 
beneficial. 

If the finances allow, reduction of stamp duty and registration charges would bo 
very advantageous. 

Notification of proposed mortgages will avoid disputes or at least reduce disputea 
to a certain extent. 

The process of purchase and sale should be simplified. 

If the power to manage estates be given effect to in case the borrower makes 
default, it would prove beneficial both to the bank and the borrower. 

Question 7. — ^The profits of the land would determine the value of such land. 

I am only acquainted with the method of calculating the value of zamindari pro- 
perty which is generally twenty or sixteen times the value of annual profits. 

The situation of the land, whether it is on the bank of a river, the position of the 
tenants, i.e., whether the tenants are occupancy or of other kinds, and the civil capacity 
of the shareholders and numerous other causes affect the value of the land. 

There are differences between the prices obtained for land, i.e., if the property is S(dd 
for non-payment of revenue I think the property will fetch the least value, and if the pro- 
perty IS sold on a court decree, sometimes the property fetches a fancy price, but generally 
the property is sold for a proper price. I think private negotiation is the next advan- 
tageous system of selling property. 

Twenty times the annual profit is the average value of zamindari property. 


(For oral evidence, see pages 520 — 523.) 
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ORAL ETIDENOE. 

Lucknow, January 25, 1930. 


Present : 

Mb. E. a. H. Blunt, o.i.b., o.b.e., i.c.s., m.l.o., 
Db. Eadhakamal Mukbejeb, M.A., pll.D., 

Mb. Mohan Lal Sah, m.a., ll.b. 

Eai Bahadub Babu Mohan Lal, m.a., ll.b., m.l.c., 

Db. L. 0. Jain, m.a., ll.b., ph.D., ... 


... Chairman^ 
... ^ Members* 

... Secretary. 


(WitnesSii Lai.a Jai Gopal Sahib, Vakil and Honorary Magistrate, Budaun.) 


Mr. Sah : You state in your memorandum that rates are not exorbitant looking to 
the poverty of the district. Do you think that if the people of the district were to 
become richer than they are now the rates of interest will decrease? — The rates will be 
reduced. 

But how? Do you mean that the people will have more security behind their 
backs? — ^Yes. 

So that the present high rates are on account of the fact that the borrower has 
no security behind his back? — They are poor. 

The Chairman : You say that debt is seldom contracted for marriage and other 
social functions. Is that correct, because most of the evidence that we have had shows 
that a good deal of the money is borrowed for marriage and other social functions?— 
Yes. People do borrow money for marriage purposes. 

You have said in your written evidence “I think that loans are seldom 
advanced for marriage and other social functions.” — {Witness) It is very seldom advanced. 
That is my experience. 

You mean that marriage and other social functions do not occur very often com- 
pared with other causes? — ^Yes. 

What do they borrow for mostly? — ^For seed and cattle, and also for subsistence. 

Dr. Radhakamal Mukerjee : Or do you mean that moneylenders are unwilling to 
advance money for the purposes of such extravagant expenditure as a social ceremony 
or a marriage? — Generally, speaking, there is not sufficient sympathy because the 
security is not sufficient. The agriculturists are very poor. In the case of seed loans the 
moneylenders would think that the security is better. 

Not in these cases of unproductive expenditure? — ^No. 

Mr. Sah \ You say that there should be more sympathy between the lender and 
the borrower. Is not there a sufficient amount of sympathy between the lender and 
the borrower now? — Generally speaking, there is not sufficient sympathy between them. 

What sort of relations exist at the present time? — ^When the agriculturist is in need 
of money the moneylenders advance the money to Mm, and there is sympathy; but when 
they have to sue the agriculturist that sympathy di^ppears. 

So that till the time of suing there is sympathy, but when they go to the court 
the sympathy is lost? — Yes. 

Rai Bahadur Babu Mohan Lal : Well, is that not natural? Where is the want of 
sympathy on the part of the lender if he brings a suit for recovery of his money? — ^As 
soon as the crops are ready moneylenders are ready to attach their crops. 

Suppose you lend money to me, and if you find that my crops are ready and I 
have not paid your money, will you not attach my crops? I want to know the particulBr 
point which you want to bring out in the matter of the unsympathetic attitude of these 
lenders towards the agriculturists. If theyHried to realize their money by attaching the 
crops, then where is the want of sympathy? — I only think that the borrower has no 
sympathy when they go to Court. 

Could not any person go to Court? 

The Chairman : I think your point is that there is no reason why he should be sym- 
pathetic in the circumstances, — {Witness) He should not be sympathetic- 
IiAXiA Jai Gopaa. 
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You say in your answer to the first question the agriculturist generally borrows 
from village moneylenders. Would you mind telling me exactly what you mean by a 
village moneylender? Do you mean just the ordinary bania9 — ^Moneylenders are generally 
banias. 

Do zamindars also lend money to their tenants? — A, few. 

And have you heard of tenants lending to each other? — Some tenants do advance. 

T was asking that because it is a point that was made by Mr, Waugh, the Settle- 
ment Officer, whom you probably know. He gave evidence to show that tenants do lend 
to each other. — (Witness) They do, but a very few. 

Rai Bahadur Bahu Mohan Lai : Do you find any difference between the attitude 
of the tenants and the attitude of a rural bania in the matter of lending to the village 
people? — think there is very little difference. 

And if the zamindar is a lender and the bania is a lender, do you find any 
difference between these lenders in the matter of the treatment of the borrower? — The 
landholder is more lenient. 

Don’t you know that if a zamindar lends money to his tenant he will, by coercive 
methods, realize his money at all costs which the village bania cannot do? — ^It is quite 
possible. 

The Ghiarman : Is it your opinion that the landholder has a much stronger hold 
on his tenant? — Yes, 

If the man owes him money both for a loan and rent he can always credit any 
payment to the loan and leave the rent in arrears? — ^Yes. 

Rai Bahadur Babu Mohan Lai : Is it not so that the village moneylender is at 
a disadvantage in the matter of the realization of the loan? The zamindar will first 
realize his rent no matter whether the seed money is paid or not. Is not that the 
case? — ^Yes. 

Would you prefer the tenants to go to the village bania or to the zamindar for 
taking loans? With whom would it be more advantageous in the matter of loans? — 
In this case I think the village bania. 

Mr. Sah : You state in your answers to Part E, that long-term loans are obtain- 
able by the zamindars of the district. Will you please state the period for which they 
are obtained? What is the maximum period? — ^For twelve years. 

Is that the maximum period? — ^Yes, that is the maximum period. 

Then is the repayment of these loans accepted in instalments or do the land- 
holders insist on payment in full? — ^Yes, they do insist when the security is sufficient. 
They do not like to realize by instalments. 

You say that the occupancy rights must be made transferable for ten or twelve 
years. Will not the transferability of occupancy rights lead to the passing of the land 
from the cultivating classes to the non-cultivating ones? — Yes, they will pass, I think. 

Why do you recommend the transfer of holdings? — say that, generally, occu- 
pancy rights are sub-let for five years as the law allows, and in some way or other money- 
lenders advance loans, but the occupancy rights are not transferable under the law. 
Then he adopts another method that sub-leases are executed in favour of their relations 
and other moneylenders for five years. 

Then after five years the lease is terminated and the property remains with the 
tenant, but if they are made transferable and the money is not paid and the occupancy 
rights are sold, it can be made over to anybody? There is no guarantee of their re- 
maining with the tenants? — But he will get compensation. 

^^at compensation? 

The Chairman : I think what you mean is that inasmuch as at the present time 
whether the occupancy right is transferable or not, the land is actually transferred by a 
sub-lease, you may as well make it transferable and have the whole thing legal. 
ig what you mean. At the present moment he actually could get transfer of the land 
fo^ five years. What you suggest is that he should be able to transfer for ten years?-— 
For ten or twelve years instead of five years. If the term is extended to ten or twelye 
years, I can see no harm. 

Mr, Sah : But is there any bar to sub-leasing for ten or twelve years? — Yes. 

• You want that bar to be removed? — Yes. 

j Have you any eacperience that if the occupancy rights are made transferable for ten 
or twelve years, they will get loans on easy terms? — I think so. 

That is your opinion? You have no experience? — ^No, this is my opinion. 

LaxiA Jax GoFAn. 
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Dr, Eadhakamal Mukerjee : On tlie other hand, would farming improve if such- 
land goes into the hands of those moneylenders who do not cultivate the land? Would- 
not the agriculturists suffer? — There is no doubt they will suffer. If the holding passes 
to the moneylender they will suffer. I think if instead of five the period is extended to- 
ten or twelve years there will be no harm. 

In other countries, and also ,in, some other provinces in India, sub-letting is not 
allowed because land by sub-letting goes to a class which would not cultivate it them- 
selves and thus the standard of cultivation is lowered. Now you propose that the period 
of the lease should be extended. — (Witness) But how are their wants to be satisfied? 

The Chairman : He is thinking only of the position of the occupancy tenants. 
He means he will get the money on easy term. — (Witness) Yes. 

Afr, 8ah : Bo you think that there will be sufficient business for a joint-stock 
bank in all the districts of the province, and particularly in your district? — ^In my dis- 
trict there is a need for such a bank. I have no experience of the other districts. 

Can you give an approximate estimate of the business that can be carried on in 
a bank? — ^That I cannot. 

Well, are you not aware of the fact that joint-stock banks have to pay a lot of 
overhead charges? — ^Yes. 

Will they be able to meet their expenditure in Budaun? — I think Budaun can bear 
the expenses. 

Supposing there is not sufficient business, do you think this demand of a joint- 
stock bank can be met by re-organising the indigenous bankers in your district? — ^Yes. 

Rai Bahadur Bdhu Mohan Lai : Bo you think that if any branch of a joint-stock 
bank is opened in your district it would be advantageous to the agriculturists, and, if 
so, in what way? — In the case of joint-stock banks it will be advantageous. 

I want to know in what way will it be advantageous to the agriculturist? — If 
there are credit facilities in the district, agriculturists and labourers will be benefited. 

In what way do you think that the starting of a joint-stock bank in your district 
would remove the difficulties of the agriculturist? — think if the credit facilities are 
increased in my district it would be helpful. 

In favour of whom? — In favour of the village banias and traders. We feel the 
want of credit facilities in my district. 

Mr, Sah ; You say that the secured debt is losing popularity because the creditors 
have to suffer much hardship. Boes not the creditor feel that he is more secure when 
there is some security? — think the law ought to be modified in this respect. 

The question is this, the creditor has to face several difficulties in realizing his 
debts. Will this not increase the amount of the secured debts rather than decreasa 
them? — Secured debts will not be decreased. 

They should increase, yon admit? — ^Yes, they should be increased. 

The Chairman ; In what particular way does a purdanashin lady oppose a credi- 
tor? In what way does she give trouble to her creditor? — ^When they go to Court and. 
the lender is a Hindu • . . . , 

Rai Bahadur Babu Mohan Lai : This I can explain better than my friend. Tho 
burden of proof will be on the creditor. He will have to prove the bond fides and the 
reasonableness of terms in the case of purdanashin ladies. Whilst in the case of other 
debtors if they urge that there has been undue influence and coercion the burden will 
be otherwise. 

The Chairman : In other words, it is incidental to law? — ^Yes. 

Rai Bahadur Babu Mohan Lai : Bid you work it out by facts and figures thstf^ 
the tendency of secured debts is to decrease or is it simply a guess? I think that secured 
debts are increasing. Can you show that I am wrong by facts and figures? — ^I think in 
my district there is a tendency to decrease. 

Have you got statistics, or is it simply a guess? 

The Chairman : I think statistics will prove it in Budaun, I only think so, I am 
not quite sure. 

Dr. Radhakamal Mukerjee : You say, that land is passing from the hands tt 
farmers into the hands of creditors who are not efficient farmers. That indicates that 
such transfer could only be possible as a result of some debts being secured, and again 
you say that in the interests of the farmer you want to make rights transferable for a 
period of ten or twelve years? — ^Yes. 

Xjaua Jai Gopaii. 
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Now the question would arise whether through a modification of the law, as yotp 
propose, or through unrestricted sub-letting, ail land would go from the hands of farmers- 
into the hands of moneylenders — (Witness) 1 propose that instead of five, ten or twelve 
years may be substituted. 

That would mean that instead of five years or three years as now, the money- 
lenders would be in possession of the field for at least ten or twelve years? — ^’S'es. 

And you have also said that these moneylenders are not efficient farmers at all. 
Don’t you think that the agricultural condition of the Budaun district would greatly 
deteriorate if you allow this transfer for a longer period? — ^Moneylenders themselves wifi 
not cultivate the land. They will sub-let it to other agriculturists. 

Even if they sub-let the holdings to other farmers don’t you think that an inter- 
mediary will intervene as between the actual cultivator and the proprietor and some 
profits which might have gone to the actual cultivator would be intercepted? — ^No doubt 
they would be intercepted. 

There is another alternative which I would like you to consider. You say from 
your experience that land is passing from the hands of farmers into the hands of 
creditors. — (Witness) My point is that occupancy rights are not passed, they are not 
transferable so that they will not pass to the moneylenders. If my view is accepted, 
they ■mil remain in possession for ten or twelve years and land will pass from the agri- 
culturist to the moneylender only in cases where the land mortgages are executed. 

The Chairman: You are talking of zamindari9 — ^Yes, zamindari. 

Dr. Radhakamal Mukerjee : What do you propose for the tenants? — ^For the tenanta 
I have proposed long leases. 

The Chairman : There is one question I want to ask you. It is about taqavi. 
You say that the ignorance of the law appears to be the chief cause why the cultivator 
does not take advantage of taqavi. You mean, I take it, that he does not know about 
these two particular laws — ^these two Acts? — Yes, these two Acts. 

Is it your opinion that he does not take taqavi freely, I mean in ordinary circum- 
stances? — ^That is my view. 

He takes it only in time of famine? — ^Yes, in famine. 

Well now, do you consider that Government ought to supply taqavi freely at all 
times, or would you consider that they were right in supplying large quantities only 
at the time of famine? What do you think would be right? — If Government supplied 
taqavi at other times besides famine I think the agriculturist will be benefited. 

(The Chairman thanked the witness who withdrew.) 
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Mr. SARDAR HUSAIN, M.R.A.C., Bar.-at-Law, Bara BankL 


Replies to the questfonnaive, 


I. — ^AORIOtrLTUBAL CREDIT AND CREDIT FACILITIES. 

Part A» — Agricultural borrowing for purposes of production. 

Question 1. — ^The agriculturist, in spite of co-operativ$ societies, mainly borrows 
from village moneylenders. 

He borrows generally for marriage and other social functions, payment of land 
revenue or rent, se^, litigation and subsistence. 

The proportion of debt is distributed as follows : — 

Fifty per cent, for rent, 10 per cent, for seed, 10 per cent, for marriage and other 
functions, 10 per cent, for litigation, and 20 per cent, for subsistence. 

Of the amount borrowed 96 per cent, is from village moneylenders and less th^ 
6 per cent, from Government co-operative societies, and of this about 70 per cent, in 
cash and 80 per cent, in grain. 

Practically the whole of the debt is incurred for a short period with the exception 
of that sum which is borrowed for marriages. 

Question 2. — The rates of interest differ with local conditions and the circum- 
stances of the agriculturist. 

For cash advances they are from 2 to 3 per cent, per mensem; for loans in kind 
for seed, from 2 to 4 per cent, per mensem; and for other loans in kind, 3 per cent, 
per mensem. 

For loans in kind lenders generally take IJ or IJ times the amount of grain ad- 
vanced for seed in the next harvest; for cash advances lenders generally advance Rs. 10 
in one season and take it back at the rate of Re. 1 in the following twelve months, 
and for other loans in kind, the rate is six pies or one anna per rupee per month. 

The rates of interest are decidedly exorbitant. 

At the time of advancing loans, if the money advanced is Rs. 100 or over, 
lenders generally deduct 5 per cent, from the principal which they generally term as 
“commission.” In case of smaller sums they charge 4 annas for a sum of Rs. 10 for 
clerical work. Nothing is charged at the time of repayment of loans. 

Question 3. — Generally no security is given in the case of borrowing for agricul- 
tural purposes, but in some cases trees, groves and cattle are mortgaged. In rare cases 
ornaments are pawned for securing loans for marriages and subsistence. 

It is not as a rule correct to say that the better the title to land the greater the 
amount of indebtedness. Roughly sole proprietors of villages are less indebted than 
pattidars, and statutory tenants less than non-statutory ones. Of the tenants, 40 per 
cent., 20 per cent, pattidars and 6 per cent, sole proprietors are indebted. 

Debt on land mortgage is increasing as well as that without securities, but the 
former when compared with the latter is greater. 

Question 4. — ^For enforcing payment of debt from agriculturists, generally a ser- 
vant of the moneylender demands the interest on the first of every Hindi month from 
the borrower and the whole amount at the harvesting time; if it is not satisfied the bor- 
rower is asked to execute a pronote in favour of the moneylender at the rate of six 
pies per rupee per mensem with quarterly rests, which, if not satisfied, is realised through 
litigation. 

Grain is borrowed by weight and paid back IJ or 1} times of the original weight 
regardless of the market rate of the grain. The rate can be ascertained from the local 
market. 

Q^iestion 5, — ^Because of his ignorance and illiteracy the cultivator is unable to 
xmderstand the provisions of the Agriculturists Roans Act and the Land Improvement 
'Act ; also, the procedure which is adopted by officials who • distribute the loans is so 
intricate that an ordinary cultivator is unable to appreciate it. 

Mr. Sardar Httsatn. 
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The cultivator mainly borrows taqavi in abnormal years; but the system is too 
complex to be easily understood by him. 

The system would be improved if somehow or other the services of patwaris are dis- 
pensed with and the particulars of the cultivators* holdings ascertain^ by competent 
zamindar, Taqavi should be distributed by tahsildars in each village when it is ex- 
pected that there may be an elimination of corrupt practices for which the patwari type 
of servants is responsible. 

Question 6 . — Cultivators do not combine together to produce particular crops, but 
such a combination is desirable in the tarai portion of this district where cultivators 
grow sugarcane. 

Question 7. — There are defects in the present system of agricultural borrowing. 
Agriculturists, particularly those who have small holdings, are absolutely in the clutches 
of the local moneylender who knows the cultivators* weaknesses and charges a very 
high rate of interest. They know when and how to approach the cultivators. If inspec- 
tors of co-operative societies were to mix freely with tenants, then, after some time, the 
cultivators will be sure to borrow from these bodies. 

B. — Agricultural borrowing for purposes of marketing. 

Question 1. — ^The principal crops in the district are taken to the nearest hara in. 
gunny bags by bullock carts or buffaloes or horses. The bara owners, who are tnostly 
marwaris in this district, purchase the grain. The biggest granary in this district is 
at Bhitariya about 4 miles from Daryabad railway station. 

Generally, the cultivators harvest their crops without the help of machinery, and it 
is only the big grain-dealers who, by means of handworked machines, manage to get rid 
of dust and other impurities from the grain. Linseed and other oil seeds are purchased 
by them for export. 

^ The methods of marketing the crop used for domestic consumption or that for 
sale in the market do not generally vary as far as the cultivator is concerned. 

Question 2. — To finance the marketing of crops, money is taken from the grain 
merchant who charges about 1 per cent, per mensem and takes back his loan in the 
form of grain. 

Question 3. — For marketing his crop, the cultivator pays — 

(i) to the local moneylender from 25 to 50 per cent. This is called sawai and 
derhi;. 

(ii) one per cent, to the commission agent, 

(hi) to the dalal 8 annas per cent, and 

(iv) to the wholesale grain merchant 8 annas to 1 per cent. 

As a rule, these charges do not vary with different crops, and the only other 
incidental charge is that the cultivator sometimes has to pay for gunny bags. 

Question 4. — In my district the cultivator stores his grain in khattas or khaun 
(pits). To guard against rats and insects in open khattas it is better to fumigate the 
pits by burning neem-leaves and to cover the pits with straw. 

At Bhitariya grain market they store in gunny bags. Storing in khaun is better 
than storing in bags. 

Question 6. — ^The system of licensed warehouses in the United States of America 
cannot succeed under the present conditions in the district. In big industrial centres 
it may succeed. 

Question 7. — Cultivators do not combine together to produce particular crops. It 
is possible in growing cotton and sugarcane, and such a system may be profitable. 

III.— Investment habit and attbaotton of capitaii, 

A. — Encouragement of saving and investment habit 

Question 4A.— A national savings movement is possible in India if wo^ed accord- 
ing to the illustration given under scheme 7 of the questionnaire. 


Mb. Sardar Husain. 
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Sheikh FAZL-UR.RAHMAN QIDWAI Sahib, B.A., LL.B., 

Bara Bank!. 


Replies to the questionnaipe. 


I. — Agricultural credit and credit facilities. 

Pdft A. — Agficultural bortotoing for purposes of production. 


16 per cent. 

20 

ditto. 

50 

ditto. 

5 

ditto. 

10 

ditto. 


Question 1, — ^Agriculturists in Bara Banki district generally borrow from village 
imoneylenders. 

They borrow mainly for : — 

(i) Payment of accumulated interest 

(ii) Marriage and other social functions 

(iii) Payment of land revenue or rent 

(iv) Litigation 

(v) Plough cattle 

The debt is divided in the following proportion 

Government taqavi — 10 per cent. 

Co-operative societies — 3 per cent. 

Village moneylenders — 87 per cent. 

95 per cent, of the debt is incurred in cash and 5 per cent, in grain. 

Prom the nature of debts contracted the percentage of long-period debts comes 
■to 80 per cent., but owing to exorbitantly high rates of interest the short-period debts 
are not generally liquidated within the time fixed for payment. The bonds in such 
cases are generally renewed and unpaid interest is added to the principal. This process 
goes on even for a number of years, and in extreme cases it results in the financial anni- 
hilation of the family of the borrower. Thus, under such exceptional circumstances, 
the long-period debts mcrease to 70 per cent. 


Question 2. — The rate of interest is generally 24 per cent., and in some cases it 
ranges from 24 per cent, to 75 per cent, per annum. This rate is confined to village 
moneylenders. The co-operative societies, however, charge interest at 16 per cent, and 
do not resort to compound interest. 

The rate for loans in kind for seed is generally 50 per cent, for half a year, which 
corresponds with the period spent in producing one crop, but failure to repay after 
fiix months results in the rate of 126 per cent, per annum on the compound interest 
system. 

Calculations for interest are made six-monthly, and, in some cases, yearly. 

The rates of interest are exorbitant. 

A borrower has to pay from 6 to 16 per cent, of the loan by way of commission to 
the moneylender, and tip money to the moneylenders' servants and clerks. The agri- 
culturist borrower is also required to supply a fixed quantity of straw, gur, etc., to the 
moneylender free of cost over and above the interest, and has to do some manual lalwur 
for ium. No charges are incurred at the time of payment. 


Question 3. — Generally, no security is taken by village moneylenders for loans 
advanced for agricultural purposes because the agriculturist cannot offer any. The tenantry 
in Oudh does not possess any transferable rights in land. In some cases, however, orna- 
ments are pawned where the debts are for other than agricultural purposes. 

Co-operative societies take the securities provided for in the Act. 

It is correct to say that the better the title to land the greater the amount of 
indebtedness. 

The extent of the indebtedness of the land-owning classes of this district is 7$ 
/per cent, as against 26 per cent, of the tenants. The details are as follows : — 

Taluqdars with a rent roll over a lakh~~20 per cent. 

Other taluqdars and zamindars — 66 per cent. 

There are only two main classes of tenants in Oudh, t’.e., statutory and non-" 
statutory. The extent of their indebtedness as already mentioned is 26 per cent. Thm 
«re some occupancy tenants also but their number is negligible. 

BasiSR Fazl-ur-Bahman Qidwai. 
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The amonut of debt secured on land mortgage is increasing. The proportion iHk 
present is as follows : — 

Secured debt — 74 per cent. 

Unsecured debt — 25 per cent. 

Question 4. — Usually payments of debts are enforced by suits in civil courts. 

Practically there is no difference^ between the rate at which the cultivator borrows 
grain or repays it and the prevailing rate. 

There are no particular means to ascertain the fluctuating rates, but they are 
generally known as markets are numerous and evenly scattered. 

Question 5. — The cultivator does not take full advantage of the facilities afforded 
by the Agriculturists Uoans Act and the Land Improvement Act, 

There are various reasons : — 

(D He caimot give any security of repayment. 

(ii) He is very conservative and loathes making any improvement. 

(iii) Demands of patwaris, etc., are too exorbitant. ^ 

(iv) The amount nt taqavi to be advanced to particular individuals is determined 

by the revenue staff without reference to their needs and without inviting 
applications from them. The impression has gained ground that taqavi is 
a forced loan from Government and that borrowers have to accept the 
amount arbitrarily fixed by the authorities. 

The cultivator borrows about 20 per cent, more taqavi in abnormal than in normal 

■years. 

Question 6. — There is no combination among cultivators for the production of parti- 
-cular crops. It is desirable that there should be such co-operation, but the present state 
roi illiteracy and ignorance of the advantages of co-operation are disappointing. 

Question 7. — The defects in the present system of agricultural borrowing are-- 

(1) High rate of interest. 

(2) Demand of commission and tip-money besides tlie interct^T. 

(8) Demand of straw, gur, corn and forced laboiii. 

The causes appear to be as follows : — 

(1) The cultivator’s poverty. 

(2) His lack of security. 

(8) His illiteracy. 

(4) His need. 

To remedy the evil it is necessary (a) to educate the cultivators by means of 
lectures organised by the Co-operative department, (b) to introduce books on banking and 
economy, and (c) to penalize by statutes the extorifcionate methods of moneylenders. 

Part B, — Agricultural borrowing for purposes of marketing. 

Question 1. — ^The principal crops are carried from small villages to a neighbouring 
town or grain market where grain merchants purchase them. 

Sometimes the agents of exporting firms and big grain merchants settle the terms 
with the cultivators before the crops are ready and pay a part of the price in advance. In 
‘SUch cases, when the crops are ready they are taken to a neighbouring godown or to a 
railw^ay station for despatch. Other crops are sold indifferently either in the village 
itself or in the market. 

There is no appreciable difference in the methods of marketing according as the 
crop is one mainly used for domestic consumption or one mainly sold in the market. 

Question 2. — ^Money to finance the marketing of crops is obtained from grain mer- 
-chants and exporting firms. Usually these purchasers settle the rates before the crops are 
ready. The rates are generally fixed irrespective of the market rates, but sometimes the 
purchasers stipulate that they would take the crops at the rate of a few chattaka more 
-per rupee than the bazar rate prevailing at the time of the delivery. 

t3o-opOTative societies do not assist in marketing of crops. In view of the present 
state of their development and management it would be too early for them to do so. 

Question 3. — ^The cultivator does not pay any charges to the hania, the arhatia, the 
dalal^ or the beopari. There are, however, certain minor levies ostensibly meant for 
charitable purposes. 

The incidental charges are — (1) cartage for carrying the crops to a market town» 
railway station or godown, etc.; and (2) weighment charges. 

Shiikh Fazl-tje-Bahman Qidwai. 
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Question 4. — ^Tbe cultivator atoree his ^ain usually in kothis and hokhars 
rooms which are devoid of all precautions against damage). 

In view of the extreme poverty of the cultivator, no suggestions for improvement dan 
be made. 

Grain is stored in markets in rooms specially set apart for the pur- 
pose. Straw is strewn on the floor when the building is kachcha. Grain is sometimes 
packed in sacks also. 

Godown owners and merchants can very well afford to construct pakka buildings 
in which every precaution can be taken to protect the walls and floor from white ants 
and rats, etc. A tendency to construct a better kind of building has of late set in. 

Question 7. — I do not know any instance of cultivators combining together to mar- 
ket particular crops. The combination would be very desirable, but it does not seem ta 
be possible at this stage on account of illiteracy and ignorance of the advantages of co- 
operation. 

Pert C. — Extent and nature of agricultural indebtedness. 

Question 1. — ^In an estate comprising several villages and shares in mahals with a 
rent*roll of Ks. 40,000, the debts of cultivators do not exceed Rs. 4,000. 

All the debts are unsecured and unregistered. They are generally against the 
general assets of the cultivator. Sometimes ornaments are also pawned, but this is seldom 
done in contracting loans for purely agricultural needs. 

Question 2. — ^The principal creditors of agriculturists are professional moneylenders. 

The richer agriculturist lends hardly five per cent, to the poorer. 

I estimate the debt to be distributed a.s follows : — 

Professional moneylenders ... ... ... 98 per cent. 

Co-operative societies ... ... ... ... 2 „ 

Question 3. — As a result of the enforced payment of debt, land and the rights in 
land are passing in a marked degree from the possession of people who are efficient far- 
mers into the hands of creditors who are not themselves efficient farmers. This causes 
the cultivator to produce less and less efficiently. 

Question 4. — The land-owners of Nawabganj tahsil in Bara Banki district are in- 
debted approximately to the extent of 7 lakhs the rent roll of the tahsil being 18 lakhs. 

Question 6. —The special causes for the indebtedness of these classes are (1) extra- 
vagance, (2) partibility of estates and their resultant passing away and ^3) litigation. 

Question 6. — ^These classes pay the same charges or rates of interest as the agricul* 
torist. These charges vary according to the intensity of the need of money. 

Part E. — Land mortgage banks. 

Question 1. — Loans are obtainable to any extent and for any period by landlords 
if they have sufficient security to offer. 

Hardly two per cent, of the loans contracted by tenants are for long periods. 

Question 2. — Long-period advances are available on the security of land. 

The chief difficulties of long-period borrowers are (1) they are required to make over 
possession of the mortgaged property to the creditor; (2) the value of the property mort- 
gaged is not less than three times the debt advanced, and (3) compound interest with 
half-yearly rests in cases where possession is retained by the mortgagor. 

Question 3. — ^Non-transferability in the case of tenants acts as an impediment to 
long-term credit and increases the rate of interest. 

Question 4. — Occupancy tenants are few in Oudh and they do not possess transfer- 
able rights in land. 

1 do not suggest any modification of the law as it would be ruinous for the tenaiita 
themselves. The present non-transferability acts as an impediment to borrowing large 
amounts. 

Question 5.— .In my opinion the establishment of land mortgage banks would solve 
the problem of long-term advances. 

Question 6. — ^The introduction of the system of land mortgage banks prevailing in 
the TJnited States of America, with slight modifications suited to the special eondilione 
of this country, would be most appropriate. 

Bbbikk Fmel-ub-Rahmak Qidwaj. 
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: There ahottld be only one land mortgage bank to provide bng>ierm eredil e|«' 
Naively to landowner8->->big and email. There eboold be none for farmers, for tidioi^ 
IteilUies for long-term advances should be provided for in the Act and Begulations of the 
co-operative societies. . ^ 

They should have share capi-al of their own. The amount for each distriei should 
be 6 lakhs in the beginning. The share capital should be available for subscription to 
the land-owning classes. If the share capital is not taken up by the public, Government 
should undertake to supply the balance. 

llie maximum period of the loan advanced should be 25 years, and the amount should 
be 60 per cent, of the value of the mortgaged property. 

Land mortgage banks should obtain working capital from (i) deposits, (ii) deben- 
tures, and (iii) a central institution. Debentures should carry a Government guarantee, 
both for principal and interest. If they are not taken up by the public within a certain 
l!me, Government should take up the balance. Debentures should rank as trustee secriri- 
rios. 

The following changes in the law, in favour of land mortgage banks, are suggested : — 
(I) issue of certificates of encumbrances by the registration office, either free or 
at a nominal charge; ’ 

<!i) abolition or reduction of stamp duty, registration charges and court- fees; 

<iii) notification of proposed mortgages, with a view to avoid disputes and counted 
^ ^ claims by parties other than the clients of the bank; 

<iv) Simplification of the process of foreclosure and sale in the event of non-pay- 
ment, and 

(v) power to manage defaulting estates. 

(j) Co-oi*dination of land mortgage banks under an all-India central institution will 
not he desirable. 

Question 7. — To find the value of land find the gross rental of land to be mortgaged, 
deduct the land revenue and the incidental charges, and value the net profits at the rate 
of 3*6 tier cent. 1o 4*5 per cent, if the rental is up to the standard. If it is not, and it 
appears that there is a sufficient margin for enhancement, add 60 per cent, of snch amount 
of onbanccment to the gross rental and then calculate in the manner indicated above. 

In my district the value of land per acre according to the crops grown on it does 
not differ; calculations are made on the basis of net profits. 

If the rent-rates are up to the standard rates of the locality, or, in other words, 
cnlinncemen*s have been regularly made from time to time, the valuation would be made 
usually at the rate of 3*5 to 4*6 per cent. If the rent-rates are lower than the standard 
fates, the valuation would be made usually at the rate of 2*6 to 4 per cent. 

^'here is no appreciable difference between the land sold by Government auction and 
the land sold by sale on Court decree. These twn classes of sale fetch lesser prices than 
those obtained by private negotiation. 

In the first two classes of sale the authorities pay very little regard to the market 
^aliie, specially so when the last bid is sufficient to pav up the demand of the decree-holder 
«r the Government. Moreover, the authorities show little sympathy to the debtor. 

The proportion of the annual net yield of average quality land to its market value 
under normal conditions is between 8 and 4 per cent. 

Part F, — Co-operation, 

Question 1. — Generally, there are no relatons between the co-operative banks and 
other banks in the country. In some cases, however, co-operative banks have obtained 
a cash-credit account in joint stock banks to a certain limit by pledging pro-notes of 
their societies and their reserve and other funds. This enables the co-operative banks 
to draw on those banks whenever they require money immediately. While, on the one 
hand, the system has the advantage of easier availability of money and investment of 
idle money, it has, on the other hand, a disadvantage in the shape of a lower rate of 
interest which the joint stock banks allow for ibe money of co-operative hanks at their 
credit, specially when the money raised by co-operative banks from other sources carries 
n liighei rate of interest than that allowed by joint stock banks. But such arrangemenfe 
lire very rare, and the need of a provincial co-operative banking organisation is keenly 
felt. 

There is no competition between the co-operative hanks and the Joint stock hanks. 

Question 2, — Co-operative societies have difficulties in raising either short or looff- 
term capital. ® 

FAzi.-un-HABiiA2f QmwAx. 
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ifttsstioH S.—Tbe capital aveuilahle for fLnaaciAg the co*op®ratite njo^eniaot is nofc 
Bixffieie&t. Approximately, a sum of Bs. 1,00,000 would auffica for the present. 

Diitrict aihi municipal boards and courts of warda ahouM be made to deposit their 
money in co-operative institutions. Capital may also be raised by isauing debwittirea.^ 
Deposile fti’ctm the public depend on the stability and assets of the movement, which arc 
the chief requisities for inspiring confidence. 

Qttestion 4. — It is possible to stimulate the growth of the co-operative movement by 
financial concessions, and such action is desirable. 

Question 5. — The establishment of the provincial oo-operativ© banJc would siimittater 
tbe 00 operative movement, in this province. 

Part G . — Small industries allied to agTieultuf&. 

Questwn 1. — There are no such subsidiary industries in this district, Gultivators- 
of sugarcane, however, prepare gur out of the produce of their own fields. 

(^estum 3. — The establishment of induatrie© contemplated in thiB question depends^ 
upon the davelopment of the co-operative movement. Individual or joint-atock enter- 
prises are likely to lead to discontent and may become a source of labour unrest, chiefly 
for the, reason that they would be employing permanent kind of labour and may have no 
sympathy with the agriculturists. It is, therefore, essential that such induatrie© should 
be mainly run by the agriculturists themaclvcs. This is possible if an organised body 
like th© Co-operativa department give© an impetus and encouragement, to them. 


SHEIXa FAZIi-UL-BAHMAil QiDWjU* 
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Ral Sahib Pandit DEYI DAYAL PATHAK, Advocate, Mainpnfl. 

Rsplit* to Uid qaesttonnaife. 


I.— AoBICtTLTTTRAL CBEDIT AND CKBDIT FACILITIB8. 

Part A . — Agricultural borrowing for purposes of production. 

Question 1. — The agriculturists borrow from Government co-operative societies^ 
and village moneylenders. 

The purposes for which they usually borrow and the proportion of debt distributed 


among such purposes are given below 

(i) Repayment of earlier debts . . . . • • 

(ii) Marriage and other social function:! .. .. i 

(iii) Payment of land revenue or rent . . . . • • 

(iv) ^eed .. .. .. .. •• i 

(v) Expenses of cultivation , . . . . . • . 

(vi) Subsistence . . . . . . • . • • i 

Half the debt is incurred in cash and half in grain. 


Debt in grain is incurred for a period of six months or less and that in cash ia 
incurred mostly for a year. 

Question 2. — ^For cash advances the rates of interest are Rs. 2 and sometimea 
Rs. 3 per cent, per month. 

For loans in kind for seed and for other loans in kind, the rate is J in weight 
extra after six months. 

Compound interest is calculated with yearly rests. 

The rates of interest are in my opinion exorbitant. 

If grain is given for the amount due, one seer per rupee is taken above the market 

rate. 

Question 3. — Mostly no security is given or can be given by a mere tenant in case 
of borrowing for agricultural purposes. 

It is correct to say that the better the title to land the greater the amount cf 
indebtedness. 

There is neither increase nor decrease in the amount secured and insecured debts* 
This proportion is 2:1. 

Question 4. — ^To enforce payment of debt from agriculturists suits are brought and 
standing crops and other products are attached and sold. 

Question 5. — The defects in the present taqavi system are that the patwari, when 
he comes to the tahsil to verify the status of the applicant, forces a tenant to pay him 
at least one-fifth of the amount of taqavi; and when he is sent to realize taqavi he will 
put off payment and accept illegal profit. 

The joint liability of the tenants who take taqavi on the same date frightens them 
from coming for taqavi. 

To receive payment of taqavi the tenant has to come to the tahsil and thus be- 
lias to spend some time and money. 

I suggest that collection of taqavi should be made in the village ; that taqavi should 
be distributed in the village; and that there should not be joint liability. 

Part B, — Agricultural borrowing for purposes of marketing, 

Questif^ri l.<--Sometimes the tenant himself brings the produce to market lor sale,, 
but mostly banias purci^so it in the village at a cheaper rate and bring it to market. 

Bai SABtB Fandi7 Dbvi Dataxi Pactax* 
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Question 2. — The banias borrow money from grain merchants and go to villagea, 
purchase grain there and bring it to market. These banias borrow money at Bs. 2 pir 
cent, per mensem. 

The co-operative societies do not but they should assist. The difficulty is they do 
not lend money to individuals who are not their members. 

Question 3. — In this district there is no custom to pay any charge in the case c.f 
marketiug'of crops. 

Question 4. — The cultivators store grain in bakharis or in big earthen pots. 

Question 5. — In markets it is stored in hemp bags. 

Question 6. — In this district there is no custom of cultivators combining to market, 
particular crops. Such combination is not desirable. 


Eai Sahib Pakdit Devi Dayab Pathaa. 
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Pandit BHAIRAB DATT Sahib, B.A., L.L.B,, Advocale, High 
Court, Ranikhet, district Aimora. 


Replies to the questionnaire. 


I. — Agricultural credit and credit facilities. 

Part A. — Agricultural borrowing for purposes of production. 

Question 1. — The agriculturist borrows from private individuals who are well-to-do, 
tor repayment of earl.er debts, marriages and litigation. AH the debts are incurred for long 
periods 

Question 2. — In towns the rate of interest is 12 per cent, per annum. In the 
raufassil the rate extends to 18 or 24 per cent, per annum in certain cases. 

Rates above 12 per cent, are excessive. 

Question 3. — Land mortgage is the security usually given and accepted in borrow- 
ing for agricultural purposes. 

Part B. — Agricultural borrowing for purposes of marketing. 

Question 1. — Very little grain is brought to the market, but chillies and liardi aro 
taken to Ramnagar mandi. 

Question 2. — Money to finance the marketing of crops is obtained from village 
sahukars — they lend at 18 to 24 per tent, per annum. 

Part C, — Extent and nature of agricultural indebtedness. 

Question 2. — There are no professional moneylenders in villages except a few in 
certain localities. Every well-lo-do man does moneylending business on a small scab. 


Famdit Ghaiuab Datt. 
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Sai Bahadur Pandit TARA DATT GAIROLA, M.A., Yakll, 
Pauri, district Oarhwal. 


Replies to the questionnaire. 

I.— Agricultural credit and credit facilities. 

Part A. — Agricultural borrowing for purposed of proiiuction. 

Question 1. — The agriculturist borrows either from the village moueylenders or from 
sahukars in the local towns. 

He borrows — 

(i) For repayment of earlier debts. 

(ii) For marriage and other social functions. 

(iii) For famine and other kind of distress. 

(iv) For litigation. 

(v) For purchase of plough or other cattle. 

(vi) For agricultural improvements — such as construction of guh or water channels 
and reclaiming and terracing new cultivation. 

About 60 per cent, of the debts are contracted for payment of bride prices and other 
flocial functions, 10 per cent, for litigation, 10 per cent, for purchase of plough or 
other cattle, 10 per cent, for purchase of land and for agricultural improvements, and 10 
per cent, for purchase of grain during famine or other kind of distress. 

Of the total debt about 75 per cent, is borrowed from village moneylenders and 25 
per cent, from sahukars dwelling in towns, and about 90 per cent, is incurred in cash 
and 10 per cent, in grain. About 80 per cent, is incurred for long and 20 per cent, for 
short periods. 

Question 2. — ^For cash advances the rates of interest are from 12 per cent, to 25 

per cent. 

Very few loans in kind for seed are taken. 

For other loans in kind the usual rate varies from 25 per cent, to 50 per cent. 

The rate of interest is usually calculated by the katotri method, and in the majority 
of cases it is 12 per cent, which is not exorbitant. 

A premium called ganthkhulai (loosening the purse strings) of 6 per cent, is 
usually charged at the time of granting loans which is either added to the principal or 
taken in cash. 

Question 3. — ^Land mortgages are the usual form of security for loans for agricul- 
tural purposes. 

It is correct to say that the better the title to land the greater the amount of 
indebtedness. The proportion of indebtedness between landlords, occupancy tenants, and 
tenants -at-will will be roughly 4 : 2 : 1. 

The amount of debt secured on land mortgage is increasing. The comparison < f 
indebtedness of the various classes of landlords and tenants is as between 3 to 1. 

Question 4. — ^To enforce payment of debt from agriculturists either the old debts are 
renewed by executing fresh bonds or pronotes for the principal and interest, or suits are 
filed in courts. 

Grain is borrowed by the method known as pantara (t.e., after six months at the 
harvesting time the quantity borrowed with one-fourth added to it is returned in kind). 
In some cases it is returned with half of the original quantity added to it. The prevail- 
ing local or market rates are not taken into consideration. The cultivator knows the 
market rates when he brings his grain to it for sale. 

Rai Bahadur Pandit Tara Batt Gairola, 
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Qu^tion — ^In this distriet taq^m advanoes are ^veu only during scarcity fanune. 
The ^riculturists Loans Act and the Land Improvement Act are not genc^ly known 
an this district. In few cases taqavi loans are taken for construction of water channels 
for irrigation purposes. 

The reason why the cultivators do not take full advantage of the facilities provided by 
these Acts is that most of them are not even aware of their existence. Another reason 
is that the applications for such loans are sent to subordinate ofOicials, sneh as the 
^atwarit who generally take a commission before recommending the applications, which, 
iogether with the rate of interest on the loan, makes the loan prohibitive. 

In this district the cultivator borrows taqavi mostly in abnormal years, when the 
Government notifies it to the public. The ratio between normal and abnormal years must 
ibe about 1 : 9. 

I would suggest the following improvements in the taqavi system : — 

(i) The rate of interest should be lowered. 

(li) The enquiry on the applications for taqavi should be made by some higher 
officer than the patwari, such as the naib tahsildar or the qanungo, 

(iii) Loans at a nominal rate of interest should be given for constructing irrigation 
channels and other land improvements. 

Question 6. — For some years there have been combinations among the agriculturists 
in some villages in Upper Garhwal for sugar cultivation. The villagers jointly purchased 
•machines for pressing sugarcane and other implements for making gur. Such combina' 
itions are quite possible and practicable if the cultivators are properly guided. 

Part C. — Esetent and nature of agricultural indebtedness. 

Question 1. — My experience is confined to villages in the district of Garhwal only. 
1 have made personal enquiries regarding the estimates of the indebtedness of the agri- 
-cultural classes in several villages in my neighbourhood. 

In this district in a village of, say, 25 families paying Rs. 100 land revenue, 
•there will be roughly fifteen proprietors who cultivate their own land and five occupancy 
tenants and five non-occupancy tenants. 

A rough estimate of the indebtedness of such a village will be as follows : — 


For proprietary bodies — 

Rs. 

U) Registered land mortgagfes ... ... 500 

(ii) Unregistered land mortgages ... ... 2,000 

(iii) Debts against other assets ... ... 2(X) 

(iv) Unsecured and verbal debts ... ... 300 


For tenants — about one-fourth of the above amount, under each head. The 
•occupancy tenants, known as khaikars, mortgage their holdings generally to their land- 
lords, and in a few cases to outsiders with the consent of their landlords. The non- 
occii[)ancy tenants, called sirtans, are mostly doms who borrow against other assets thim 
land. 

Question 2. — There are no Government banks and few co-operative societies in 
this district. The principal creditors are the village sahukars and professional money- 
lenders living in the neighbouring towns. 

The villager sahukars are the richer agriculturists. The proportion in which the 
•poorer agriculturists and professional moneylenders of the town lend is roughly 4 to 1. 

Question 3. — ^As a result of the enforced payment of debt, land and the rights in 
land are passing from the possession of people who are efficient farmers into the hands 
«of creditors who are not themselves efficient farmers, but not to a very great extent. 

Question 4. — The total indebtedness of the land-owning classes of the whole district 
may be roughly estimated at about 15 times the annual land revenue which they pay. 
The total land revenue in this district is about three lakhs while the extent of the 
indebtedness of the land owning classes will be about 60 lakhs. 

Question 6. — Some of the special causes of this indebtedness are — 

(i) the bride prices which most of the agriculturists have to pay, — the rates 

are between Rs. 500 to Rs. 1,600 per bride. 

(ii) Other social and religious functions such as athwar ^ling of male 

buffaloes); pandav dances, and other religious ceremonies to pre^itiate 
evil spirits. 

l^Ai Bahadub Pandit Tara Datt GAiBoiiA. 
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(ill) Th& heavy rate of interest and premium (ganthkhulai) charged by sahukan^ 

(iv) The ignorance of the ordinary villager in his dealings with shrewd sdhukars* 
The sahukars generally charge compound interest by adding up the prin- 
cipal and interest ^ every default made by the creditor. 

Part G, — Small industries allied to agriculture. 

Question 1. — ^The pwr-making industry on a very small scale is confined to about 
five or six villages in patti Dasjula, Upper Garhwal. Hand-spinning and weaving of 
wool is very common in the whole of Upper Garhwal, about one-lhird of the area of 
the district. Tobacco is grown along the Gangetic valley on a large scale, but there ia 
no factory for its manufacture on a commercial scale. Vegetables are grown for sale 
in towns and in the neighbouring villages on a small scale. There are a few mango 
groves around Srinagar, but there is no fruit industry worth the name in the district. 

Question 2. — The condition of such industries is deplorable with the result that 
the people have to depend for their living mostly on agriculture and service. 

I beg to offer the following suggestions : — 

(i) The fruit industry for which the district is most suitable should be en- 
couraged by Government, by deputing a fruit expert to advise and help 
the agriculturists. In fact a fruit expert had been imported from England 
for Kuraaun at my suggestion when I was in the United Provinceo 
Council between 1915 and 1920. But I do not know why the proposal waa 
dropped subsequently. 

(ii) There is large scope for the cultivation and manufacture of cotton as a 
cottage industry along the Gangetic valley. Hon’ble Badri Maharaj of 
Fiji Islands, when he visited this district last year, told me that cotton 
could be grown in this district on a commercial scale. 

(iii) A great improvement is possible in the woollen industry in Upper Garhwal, 
if the Government deputes an expert to instruct the villagers in improved 
methods of woollen manufacture. I am afraid the dislrict board, as at 
present constituted, is incapable of doing anything in this matter. 

(iv) By organising co-operative societies and banks at convenient centres to- 

work and finance such industries. 

(v) The manufacture of baskets, mats, stools, etc., of ringal can also be 

successful in Upper Garhwal, 

(vi) The tanning industry can also be successful at a few^ places such aa 
Srinagar. 

Cvii) The success of these industries mainly depends on iiroviding working 
capital at a cheap rate of interest. This is only possible if co-operative and 
other kinds of banks are opened in large numbers throughout the district. 

Question 3. — Cotton and woollen spinning and weaving may give employment to a 
farmer in the off-season. 

The only way of securing working capital for such enterprises is the opening 
a co-operative or other kind of banks (vide vii above). 


Bai Bahabtjb Bandit Taba Datt Gaibdla. 
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Rai Bahadur Pandit BRIJMOHAN CHANDOLA, M.A., LL.B.r 
Advcoate, Paurl, district Garhwal. 


Replies to the questionnaipo. 


I. — Aobicultxjral credit and credit facilities. 

Part A. — Agricultural borrowing for purposes of production. 

Question 1. — Men generally borrow from village moneylenders. 

They borrow specially for marriage, famine, expenses of cultivation, litigation, 
purchase of plough or other cattle, and subsistence. 

Money borrowed is spent almost equally on the above. 

Debt in cash and grain are incurred in the ratio of about 2 to 1. 

Question 2. — Generally the rate of interest for cash advances is now 12 per cent, 

per annum and sometimes 18 to 25 per cent. 

For loans in kind for seed and for other loans in kind the quantity borrowed plu9 

half the quantity borrowed has to be repaid. 

Simple and compound interest is calculated. 

The rates of interest are exorbitant. 

An incidental charge is gantlikhulai or premium at 6 per cent. 

Question 3. — Land mortgage, standing crops, house-property, and ornaments are 
the usual kinds of security given and accepted in borrowing for agricultural purposes. 

It is generally correct to say that the better the title to land the greater the 
amount of indebtedness. 

Hissadars GO per cent, are in debt; tenants, t.e., kliaikars and sirtansy are not 
generally in debt so much : 20 per cent, of them are in debt. 

Land fetches more money now as the price of the land is rising; men generally 
lend money more on land mortgage than on other security here; often-times it is lent cm 
promissory notes and bonds also, when the amount lent is not very large. 

Question 4. — ^Payment of debt from agriculturists is enforced by attaching their 
moveable property. 

Question 6. — For seed and cattle, the cultivator takes taqavi very seldom, and 
he never borrows taqavi for building tanks or wells. 

The cultivator does not borrow taqavi because the Government charges high in- 
terest and extends no time for repayment. 

He generally borrows taqavi in times of famine. 

There are defects in the present taqavi system. 

I would suggest less interest and that more time should be given for repayment. 

Question 6. — Cultivators do not combine together to grow particular crops, com- 
binations are desirable. 

Question 7. — There are defects in the present system of agricultural borrowing. 
In case of default money is sternly realized by sale of lands. This vigour should her 
slackened, i.e., lands may be sold when all efforts to realize money fail, and facilities 
should be given to the borrow^er so that he might repay and yet save his honour and'^ 
lands. In extreme and proper cases the debt may be remitted to a certain extent. 

Part B. — Agricultural borrowing for purposes of marketing. 

There is an absolute lack of modern communications in this district. The benign 
Government has done very little in this matter here, although the needs have increased 
fourfold. Men eat what they produce, — ^generally there is no export of grain from this 
district to outside places in the commercial sense of the term. If there is any, it 5»- 
very little. On the contrary, men in this district have to purchase food-stuffs from the' 
plains on a large scale. The questions in this part have very little to do with this* 
district and relate more properly to the plains. The benign Government may kindly 
be pleased to grant means and funds to this district whereby plentiful yield may be* 
produced and suflBlcient both for consumption and exportation. 

Rai Bahaditb Pandit Brijicdhan Chandola. 
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Part C, — Extent and nature of agricultural indehtednsse. 

In the present state of things it is very difficult to venture any estimate. In Oarh- 
wal banks and co-operative societies do not exist, and the village moneylender may be 
considered to be the sole moneylending agency. If a man lends here he has to pay for 
other work of his, and if he is a skilful moneylender, he can keep up his principal for 
a few generations. Lending on a large scale is not known. It appears that the labour- 
ing classes here are earning more than the aristocratic classes whose expenses are 
doubling, and the result often is that land is passing from the latter into the hands of 
the former; hitherto the labouring classes have been the cultivators and the aristocratic 
classes the creditors. The cultivators are trying their very best to acquire hismdari 
lands and to make it yield its utmost. 

Pari H. — Small urban industries. 

If anything like cottage or art industries can be said to exist in Garhwal it is the 
“Tiyunkhas,” “Lawas,” etc., of Garhwal. In Upper Garhwal several kinds of fine 
woollen carpets, dress, beddings, etc., are spun and woven by men and women; in the 
“Rath” portion of Garhwal the ''BhangiJas" or ''Titfunkhas” are more generally made; 
these may be called the homespun of Garhwal. There is plenty of wool in Garhwal; 
it is for utter want of proper machinery and communications that an enormous quantity 
of wool is exported from Garhwal to other places in the plains below annually. Much 
of what is mentioned in this part docs not apply to Garhwal; there are no such things 
here as karkhanas, — everything goes its old round here just like in primitive times. 
Unless motor roads are introduced into the interior of Garhwal, it is not profitable to 
think of modem inventions and conventions as applying to Garhwal. 

IT. — ^Indtgrnous banking. 

If there is any indigenous banking in this district it is by the village moneylender 
generally; the few moneylending hanias and contractors may be considered as excep- 
tions; although a better mode of life and accommodation and finer tastes are springing 
up, the physical machinery and appliances here are those of times of yore. To a super- 
ficial observer it may appear that now more money is coming into Garhwal from various 
sources, yet it is clear that the way of living has become doubly expensive, and men 
who laboured hard before have now become mere idlers. Indigenous or home productivity 
seems to be fast declining, and though there seems every now and then a fair external 
gloss, the inward state seems to be rotten to the core. Cattle and ploughing seem to 
be neglected, and .there is no prospect of the attainment of any perfection towards the 
realization of the modem civilized life, and the fine contents of many of these ques- 
tionnaires by contrast only intensify and signalise the backwardness of ihis district. 

It may be added that the village moneylenders of Garhwal keep up a spirit among 
themselves which enablrs them to maintain uniformly the exorbitant rates of interest 
they slyly try to exact at times. 

It is desirable that indigenous banking should be encouraged in Garhwal, and 
large sums of money should be placed in the hands of responsible indigenous bankers to 
enable them to have something of the system obtaining elsewhere. 

III. — ^Investment habit and attraction of capital. 

As stated above, modern inventions and conventions have not got a foofting at all in 
many matters in this benighted district of Garhwal. Postal cash certificates or the cheque 
habit or resort to banks, etc., are things of romance to an average Garhwali of today. 
The investment habit may be confined to a few Government servants or a few merchants 
or contractors (in the Gangetic valley towards the Hard war side), but it is not in vogue 
by the general public in any of the modern forms. The habit of investment is not 
foreign to a Garhwali but seems to be inherent in him. The general form of invest- 
ment which a Garhwali used to adopt until very recently was the making of ornaments 
or jewellery for his females. This habit of making ornaments was of great use to a 
Garhwali in times of distress or need, e.g., famine, marriage, etc. This habit is now 
fast disappearing and is replaced by nothing permanent and useful. It may be said 
of a modem Garhwali that he is a man whose expenditure is greater than his Income. 


TIai Bahadur Pandit Bbltmohan Chandola. 
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Mr. AMBIT RAI, Advocate, Rae Bareli. 


Replies to the questionnaire. 


I. — ^Agricultural credit and credit facilities. 

Part G, — Extent and nature of agricultural indebtedness. 

Question 1. — It would be very difficult to frame an accurate estimalL' or even a 
Tough estimate of the existing indebtedness of the agricultural classes without instituting 
a close and comprehensive enquiry through the agency of landlords, village niukhiyas, 
-and influential tenants, and, after collecting the figures so obtained, to check, compare 
and classify them with reference to figures available in the income-tax officer’s returns 
and assessment notes. The latter officer may be asked to extend the limits of his 
operations to a wider range. 

Certainly it would be possible, if it ’s feasible and worthwhile, to distinguish 
between and classify borrowings into two main heads, riz., secured and unsecured debts. 

Question 2. — In my opinion co-operative societies, professional moneylenders and 
grain dealers are the principal creditors of the agriculturists. 

The richer agriculturist does not lend to poorer to a very appreciable extent. 

Question 3. — ^Even if as the result of .the enforced payment of debt, land and 
the rights in land were passing from the possession of people who are efficient farmers, 
the result contemplated wdll not in my opinion follow. The cultivator, situated as he 
is with no other resource to fall back upon, will not relax his interest in cultivation 
:and will cling to the soil with all his might till the last moment. 

Part E. — Land mortgage banks. 

Question 1. — Loans for long periods are not available to a gre^t extent, unless the se- 
•curity be ample and the moneylender opulent, with his eyes on ac*quiring land or accumu- 
lating capital. 

Question 2. — ^Long-period advances are available on the security of landed pro- 
perty. 

Long-period borrowers cannot obtain loans on easy instalments and favourable rates 
>of interest. The terns are very often onerous and one-sided in favour of the creditor. 

Question 8. — I should think that non-transferability in the case of tenants acts 
as an impediment to long-term credit and increases the rate of interest. 

Question 4.— The occupancy right does not serve as an adequate security for long- 
term credit. 

If the law could be amended so as to make temporary transfers by occupancy and 
statutory tenants valid for specified purposes, such as payment of rent, purchase of seed, 
.agricultural implements and cattle, effecting agricultural improvements and other re- 
productive purposes, repayment of old debts, and family and legal necessities in the 
technical sense, the value of such security for long-term advances would be increased. 

Question 5. — ^I think the establishment of land mortgage banks should go a long 
way towards solving the problem of long-term advances in this province. 

Question 6 — ^It would be more convenient and appropriate to have two such banks. 

They should work in co-ordination and co-operation with each other. 

I should prefer that^ land mortgage banks have their own share capital under 
State supervision, on the lines of the co-operative banks. I cannot give Die amount of 
^capital, but it should be commensurate with its size and importance. 

^ ^ The share capital should be available to the public, including corporations and local 

Mr. Amrit Rai. 
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If the share capital is »ot tahen up by the public, the Government should under- 
take the obligation of subscribing the balance. 

For land mortgage banks, there should be a Board of Directors which may elect 
it's executive committee. 

I should put the maximum period of the loans advanced by a land mortgage bank 
at 20 years, and the margin between the ^mount of loan and the value of mortgage at 
40 per cent. \ 

Land mortgage banks should obtain working capital from (i) deposits, (ii) deben- 
tures, and (iii) a central institution. 

Debentures should rank as trustee securities. 

If debentures are not taken up by the public within a certain time. Government 
should take up the balance. 

Government will be safeguarded against loss as it will have its hand in the man- 
agement in proportion to its stake in the bank. 

Land mortgage banks should have power to manage defaulting estates. 

Provincial land mortgage banks should be co ordinated under an alMndia central 
institution, the constitution to be worked out by experts. 

Question 7. — The value of land should be at so many times the net annual profits^ 
the average for the number of times to be worked out cn the rate prevalent in the various 
districts of the province. 

There is no valuation of land on the basis of different kinds of land, but on the 
profits of different parcels of land. 

The only factors affecting such value that I can think of are the rentals and the 
prospective room for enhancements therein. 

There are of course obvious differences between the prices of land obtained in 
public and private sales owing to the involuntary and voluntary nature of the two. 

The average market value is close cn 30 times the annual net profits of the land. 

Tart F. — Co-operation, 

Question 1. -—Co-operative banks and other banks work on their separate lines in 
their own respective spheres without the one coming into unhealthy conflict or com- 
petition with the other. 

Question 2. — Where co-operative societies are successfully working there are no- 
special difficulties in raising either short or long-term capital. 

Question 3,-— I think the amount of capital available for financing the co-operative 
movement is sufficient in most places. 

Question 4. — It is possible to stimulate the co-operative movement by financial 
concessions, amd such action is desirable. 

Question 6. — The establishment of the provincial co-operative bank would sllmnlal© 
the co-operative movement in this province. 


Mb. Ambit Bai. 
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Mr. WAJID ALl, Advocate, Rae Bareli. 


Replies to the questionnaire. 


I. — AORICtlLTURAL CREDIT AND CREDIT FACILITIES. 

Part A, — Agricultural borrowing for purposes of production. 

Question 1. — The agriculturist borrows mostly from village moneylenders. Kinety- 
€ivo per cent, of tho total loans is taken from them. 

He borrows generally for marriage and other social functions, but also for the 
following purposes : — 

(i) h'ainine and other kinds of distress, (ii) seed, (iii) litigation, (iv) cattle, 
(V) subsistence. 

The proportion is : (i) marriage, 50 per cent., (ii) seed and other expenses, 20 per 
cent., (iii) subsistence, 30 per cent. 

Of the total debt 50 per cent, is incurred in cash and 50 per cent, in grain. Ninety 
per cent, is for short periods and 10 per cent, for long periods. 

Question 2. — The rate of interest for cash advances is generally net less than 2 per 
cent, pev mensem. For loans m kind for seed in some villages they charge dehri and in 
ethers tfey charge both dehri and sawai. For other loans they charge sawai. 

Both simple and compound interest with half-yearly rests is charged. The rates 
are exorbitant. 

Question 3. — Generally the security taken is standing crops and personal security. 
Landlords are relatively more in debt than tenants. 

The comparative extent of indebtedness is landlords 90 per cent, and tenants 10 
per cent. 

Debt on land mortgage is increasing; it compares with unsecured debts in the pro- 
Lorlion of 95 to 5 per cent. 

Question 4. — Payment of debt is enforced by law suits. 

There is practically no difference between the rate at which the cultivator borrows 
grain and the prevailing market rate. Markets are now numerous where cultivators can 
ascertain prevailing rates. 

Question 6. — Cultivators want to take full advantage of the Agriculturist’s Loans 
Act and the Land Improvement Act, but they are not given full opportunity to do so. 
If a cultivator stands in need of say Its. 100 he is sometimes allowed only Rg. 6 or Rs. 10, 
and thus he has to go back to his village bankers. He does borrow taqaei, but his 
needs are not fully satisfied because the amount allotted falls short of bis total demand. 
The demand for taqavi in abnormal years is ten times more than in ordinary years. 

There ore many defects in the present taqavi system. Cultivators have not got easy 
access to taqavi authorities and have mostly to depend on the mercy of patwaris and super- 
visors. The cultivi icr has often to fall back on his mahajans who sometimes, out of rancour, 
refuse to make anv advance and very often raise the rate of interes-t. The advances are 
not available at the proper time. 

To remedy these defects the cultivator should be given easy access to taqavi authori- 
ties, and cither village co-operative societies of tenants and zamindars should be started 
rr. taqavi advances may be made through lambardars of villages or other respectable 
people. 

Question 6. — There is no combination of cultivators for the purpose of production as far 
T m aware, and I think under existing circumstances such combinations are not 
ctesirnble. 

Mb. Wajid Au. 
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Question 7. — ^The present system of borrowing from private sources is defective ii> 
eo far as they charge very exorbitant rates of interest and I suggest that a limit should* 
be put on the rate of interest by legislation. Taqavi loans would be a blessing if they are 
advanced liberally to the needy tenants. 

Pari 0, — Extent and nature of agricultural indebtedness. 

Question 1. — In niy opinion not less than 20 per cent, of a village population ia 
indebted to village (local) moneylenders. 

Question 2. — Professional moneylenders and grain dealers are the agriculturists’ 
principal creditors. 

The extent to which the richer agriculturist lends to the poorer is not more than 
one or two per cent, of the village population. 

Question 3. — In Oudh no kind of tenancy ebccept under-proprietary is transferable^ 
but enforced payment of debts has alienated a lot of proprietary and under-proprietary 
tenures into the hands of creditors. But this does not cause the cultivator to produce less- 
or less efficiently m Oudh. 

III. — Investment habit and attraction of capital. 

A, — Encouragement of saving and investment habit. 

Question 1. — The existing banking resources are local banias^ petty moneylenders 
local and touring Aghas and Rastogis and Punjabis, co-operative societies, banks and 
Government taqavi loans. I consider these to be inadequate as far as agriculturists are 
concerned, but I am sure if taqavi advances were to be liberally made, the agriculturists 
would be saved from much of the trouble and anxieties to which they are otherwise 
subject. 

Question 2. — The existing institutions for encouraging the habits of saving and in- 
vestment are post office savings banks and cash certificates, co-operative societies and a 
branch of the Allahabad Bank, Limited, at Rae Bareli. They provide full facilities to the 
public, but starving peasantry has little to invest. 

Question 3. — The people are in the habit of investing in silver and gold. 

Question 4. — ^Postal cash certificates are popular, but steps can be taken to make 
them more popular. 

Question 5 . — Post office savings banks afford adequate facilities to the investing 
public. All classes of persons who can save take advantage of the various facilities for 
investment offered by the post office, but to make it more attractive the interest should 
be raised from 3 to 4 per cent, per annum. 

Question 6. — In my opinion there is no competition between Government and banks 
in the matter of attracting money. 

Question 8. — I don’t think it will promote the savings habit if public bodies like 
municipalities were to afiford savings bank facilities. 

Question 9. — ^The Allahabad Bank tries to induce people to purchase government 
securities. 

As the money spent in purchasing government securities cannot be recovered except 
by sale thereof, I don’t think even big agriculturists or small investors would like to take 
up some form of government securities. 

Question 11. — Surplus money is invested in the postal savings banks or with the 
\llahabad Bank, limited, or reserved for any emergency that might arise in course of 
their business. 

People use their surplus money in their trade or calling or on ceremonial occasions. 

Question 12. — Certain lanS-owners spend their surplus funds in a prosperous year 
3n improving their farms or in payment of their debts and liabilities. They seldom lend 
the surplus money to fellow agriculturists. If one lends to another fellow agriculturist 
it is on the same terms as any village mahajan or grain-dealer. 

Question 13. — The banking and investment habit in India is of slow growth. I can 
attribute this to the lifedong want of the habit, and to the Indian people being chiefly 
agriculturists. 

Mb. Wajid Am. 
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B , — Cheque habit, 

(Questions 1 and 2. — The cheque habit is growing and the abolition of stamp dutj' 
has increased both the use of cheques and the number of accounts. 

Question 3. — Government officers, gentlemen of the legal profession, big merchants- 
41 nd literate landowners use cheques. 

Question 4. — Payment of government servants and bank employees by cheque and 
receipt of cheques in payment of government dues would siurely promote the cheque habit. 

Opening of cheque accounts by post offices would decidedly be an improvement^ 
specially at places where such facilities do not exist. 

G. — Vernacular scripts in banking. 

Question 1. — would suggest the use of vernacular scripts in banking. 

Questifm 2.— I would insist on the uaa of Nagrl or Persian script. 


M». VVurD Auv 
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Mk SHIVA NARAIN LAL AGARWAL, Advocate^ Hamlrpar. 


Replies to the questionnaire. 


(Note. — The replies to Parts I A and B are those of the following gentlemeri ; — 

(1) Mr. Shiva Narain Lai Agarwal^ Advocate , Mainpuri; 

(2) Mr. Slnva Prasad^ Vakil, Hamirpur ; 

(S) Bahu Ajodhia Prasad Sahib, zamindar and moneylender, Hamirpur; and 

(4) Babu Lakshmi Chand Sahib, Treasurer and zamindar, district Hamirpur. 

The remaining answers are those of Mr. Shiva Narain Lai Agarwal alone. 

I. — Agricultural credit and credit facilities. 

Part A. — Agricultural borrowing for purposes of production. 

Question 1. — The agriculturist borrows from Government, co*operative societies, and 
-village moneylenders. 

He borrows for all the purposes mentioned in the questionnaire, except for manure, 
sinking of wells and building of banks. 

Debt is incurred mostly for (1) seed, (2) subsistence, (3) cattle, and (4) marriage. 

Debt from the Government is taken for seed, bandhi, wells, ca’tle and subsistence; 
from village moneylenders for seed and subsistence only from co-operative societies for 
seed, subsistence, and cattle. 

Debt in cash is two-thirds and in grain one-third. 

Debt is incurred for short periods (six months). 

Question 2. — For cash advances the rates of interest are from 8 annas per cent, to 
Rs. 2 per cent, per mensem. 

For loans in kind for seed, 4 for eight months; generally 25 per cent, grain is 
taken at the same harvest. 

For other loans in kind, J for eight months. 

The rates of interest are exorbitant. 

Incidental charges are stamp duty and writing charges. 

Question 3. — The usual security given and accepted in borrowing for agricultural 
purposes is land mortga'^e, bouses and ornaments. 

In most cases it is correct to say that the better the title to land, the greater the 
amount of indebtedness. 

Landlords are more indebted than tenants generally. Nearly all petty co-sharers 
and a few big zamindars are indebted. Among tenants there are a few exceptions who 
are not indebted. 

Question 4. — The payment of debt from agriculturists is enforced mostly by 

«uit. 

There is no difference between the rate at which the cultivator borrows grain nr 
rrpayp it and the prevailing rate. The latter can be ascertained from the village weigh- 
man. 

Question 5. — The cultivator takes full advantage of the facilities provided by the 
Agriculturists Loans Act and the Land Improvement Act. 

In abnormal years he borrows to the extent of 14 annas in a rupee. 

The defects in the piesent taqavi system are that it is a joint system and zamindars 
are not consulted wJien taqavi lists are prepared. 

In the joint taqavi system, debt is recovered from joint debtors and not from their 
teira. The system should be such in which the burden should fall on the heirs, and 
zamindars should be consulted. 

Question G.— Cultivators do not combine to produce particulars crops. Combina- 
tion 'B not possible and not desirable. 

Question 7. — ^In the present system of agricultural borrowing there are defects 
to tlie realization of debt. Government realises its dues with facilities which are not 
cqien to village moneylenders. 

mat in Hazaribagh. Does that occur in yonr village? — ^II do not know, but he is not 
Mb. Shiva Narain Lal Agarwal and others v ^ 
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Note by Lala**JBabu Prasad, Sub-divisionol Officer, Hamirpm, 

There is no defect in the present iaqavi system. It would be contradicting the 
principle of joint security if heirs are made to pay. Applicants do not want to consult 
xamindats who in some cases help tenants by advancing money and seed at a higher 
rate of interest. 

Part B. — Agricultural borrowing for purposes of marketing. 

Question 1. — Zamindars and cultivators bring their crops direct to market. 

The methods of marketing vary according as the crop is one mainly used for 
domestic consumption or one mainly sold in the market. 

Question 2, — ^Money is obtained to finance the marketing of crops from grain mer- 
chants and exporting firms. Grain merchants lend on system; exporting firms charge 
arhat dues. 

Question 8. — The cultivator ordinarily pays in the case of marketing his crqp — 
One chhadam for every rupee worth of grain to the bania and 10 annas for 
every hundred rupees worth of grain to the arhatia. There are other incidental chargea 
also. 

These charges vary with different crops. 

Question 4. — The cultivator stores his grain in khattis and bandas. This is the 
cheapest arrangement. No improvement is possible. 

In markets the grain is stored in sacks and in kothas. 

Question 6. — Mr. Madon’s Bill to encourage the establishment of independent^ 
warehouses in India will prove useful in large grain markets. 

Part D. — Credit facilities in respect of agricultural production and marketing. 

Question 1. — In the matter of providing agricultural credit in respect of crop- 
production, Government gives taqavi. The Imperial Bank of India and joint-stock 
banks help the co-operative banks indirectly in giving loans, which in their turn? 
provide agricultural credit. Indigenous bankers, professional moneylenders, and grain 
merchants give direct help in advancing cash and grain. Organisations or companiea- 
trading in fertilizers and agricultural implements provide credit in the form of fertilizers- 
and implements. 

The existing credit facilities are not adequate. The number of banks in rural 
areas should be increased, and the bank language should be in the vernacular of -the* 
district, i,e., cheques may be issued in Hindi or Urdu as the case may be. 

The cause of the defect in the existing system of agricultural credit is mostly 
illiteracy of the people. They cannot understand the credit facilities afforded to them 
and therefore they do not take advantage of Ihem. Education propaganda should be 
started. 

Question 2. — Professional moneylenders and grain merchants help the agriculturists^ 
in marketing crops by helping them in bringing their crops to the adjoining markets. 
These in their turn are helped by joint-stock banks and the Imperial Bank, 

If warehouses or storehouses were started in every village, villagers will be able 
to get money for their crops more easily than they do at present, and they will be abler 
to realise better prices because their corn will remain as security and they will be at liberty 
to sell when high rates prevail in the market. 

Part E. — Land mortgage banks. 

Question 1. — ^Landlords can obtain loans for long periods. Tenants cannot. 

Question 2. — ^Long-period advances are available on the security of land. 

The special difficulty of a long-term borrower is that he cannot easily get * 
creditor. 

Question 3. — ^Non- transferability in the case of tenants m an impediment to 
long-term credit and increases the rate of interest. 

Question 4. — The occupancy right does not serve as an adequate security for long- 
term credit as it is not transferable by law. 

A modification of the law allowing transferability in the case of tenants would! 
increase the value of such security for long-term advaHoes. 

Mb. Shiva Naeain Lal Agabwal abb others. 
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(Note by Lala Babu Prasad, Suh-dhisional Officer, Ptamirpur.) 

1 do not agree. Such a law would very adversely affect zamindar's rights. 

Question 6. — The establishment of land mortgage banks would solve the problem (jf 
long-term advances in this province. 

Question 6. — There should be two such banks. 

There should be co-operation between the two. 

Land mortgage banks should have share capital of their own. 

The share capital should be available for subscription to the public. 

If the share capital is not taken up by the public, Government should undertake 
the obligation of subscribing the balance. 

The public and the Government both should have representatives in the manage- 
ment of the bank. Each share-holder should have a vote irrespective of the number cf 
shares he holds. Rights of share-holders will of course vary in other respsets. 

The maximum period of the loans advanced by a land mortgage bank should bo 
30 years and the margin between the amount of loans and the value of mortgage, half. 
Working capital to be obtained should also be long-termed. 

Debentures should carry a Government guarantee for interest, only. 

If debentures are not taken up by the public within a certain time, Government 
should take up the balance. 

Debentures should rank as trustee securities. 

To safeguard itself, Government shall have the first right to ... ? 

The following changes of the existing, or special arrangements, in favour of land 
mortgage banks are suggested ; — 

(i) Issue of certificates of encumbrances by the registration office at a nominal 
charge. 

(ii) Reduction of stamp duty, registration charges, and court-fees. 

(iii) Notificat'on of proposed mortgages. 

(iv) Simplification of the process of foreclosure and sale in the event of non- 

payment. 

(v) Power to manage estates. 

Provincial land mortgage banks should be co-ordinated under an all-India central 
institution. 

Question 7. — The value of land should be calculated on the land revenue multiplied 
by twenty times or so. 

The value of land per acre differs according to the crops grown on it. 

The price of land obtained by private negotiation is higher than that by sale 
by Government auction for non-payment of revenue and also that obtained by sale 
on a court decree. 

The proportion of the annual net yield of average quality land to its market value 
under normal conditions is 1 to 30. 

Part G. — Small industries allied to agriculture. 

Question 1. — The following are the subsidiary and supplemental industries to agri- 
<nilture : — 

(1) Dairy farming. 

(2) Hand-spinning. 

(3) Growth and manufacture of tobacco and vegetables. 

(4) Gar-making. 

Question 2. — The condition of such industries is goed. By introducing .improved 
aysfems and educating and marketing the producer would get a better return for his 
produce. 

Question 3. — Spinning and weaving would give employment to a farmer in iho 
off-season. 

Working capital for such enterprises can be secured from co-operative banks and 
moneylenders. 

Part H. — Small urban industries. 

Question 1 . — The cottage or art industries of my area are financed by village 
moneylenders and, since the days of the hhaddar movement, by the hhaddar nsseciation. 
Artisans get their supply of raw materials and implements direct. 

Wares are taken to the market for disposal, and sometimes they arc sold in the 
villager itself. 

fiinco the drys of the hhaddar movement the coHage industry has greatly increased, 
and middlemen and large dealers help in financing and marketing. 

Mr. Shiva Narain Lal Agabwal and others. 
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Question 2. — ^In khadaar weaving there are karkhanas. 

Consumers have to ly&y the middleman’s profit to the middleroaDi because the com- 
jDttodity does not always come direct from the producer to the consumer. 

Workers and apprentices work under karkhanadars and get their wages from them. 

There is no tendency in these industries for the artisans to drift from their homes 
to small workshops, or vice versa. 

Question 3. — The co-operative system would be the best protection against esploit- 

atlon* 

Question 4. — Co-operative organisations would remedy sweating and exploitation 
to a great extent. 

Question 5. — (!0-opi?rative industrial bank would be a good method of improving 
the present system of financing small industries. 

Such banks should issue loans, not only to artisan societies, but also to individual 
-artisans and firms. 

Question 6. — Sales associations, ddpdts, or emporia would be of great assistance in 
advertising and marketing art wares. It would be better if such sales association, etc., 
were organised by co-operative societies. 

II. — Indigenous banking. 

A, — Organisation of indigenous banking. 

Question 1. — ^Moneylenders and merchants are the two chief classes of indigenous 
bankers. 

T^e former give loans generally on the security of ornaments, property, land, and 
tilso oil the crop. The merchant class of bankers generally combine trade witli the 
business of lending money; and in that case trade is their chief and nioneylendiog 
only a subsidiary business. 

Question 2. — Agriculture, trade, and industry in this district are mostly financed 
by the indigenous bankers. 

Question 3. — The resources of indigenous bankers are very few. The capital is 
mostly their own ; to some extent they derive the capital from local deposits. 

The volume of their business is very little. It is limited only to local areas or 
•adjoining villages. 

Their expenses are few; they are limited to law-suits. 

The average net return of each class of indigenous bankers is not very great when 
they are solely dependent on banking business. 

Question 4. — There are no financial houses dealing solely in the provision of 
-credit facilities by purchase and sale of hundis and other bills of excliange. The cause 
for their absence is that the indigenous bankers generally combine the banking business 
with that of trade. 

B. — Raising of funds bg indigenous bankers. 

Question 1. — Sight hundis are the chief credit instruments used by the indigenous 
bankers in the district. 

Question 2. — Indigenous bankers provide themselves with funds to meet the demands 
upon them by borrowing from other local persons and funds. 

It would be better if they were organised as a body by s*^me law and I'ornd to 

keep accounts in a systematic way and not allowed to charge exorbitant rat*»c wl interest. 

Question 3. — The indigenous bankers receive deposits at ratet above 8 per cent, 
per mensem. The rates vary at different seasons. 

C. — Advances by indigenous bankers. 

Question 1. — Indigenous bankers grant loans and allow cash credits to borrowers by 
taking written bonds, or on ornament securities, and also on mortgages. 

Indigenous bankers generally issue loans for interest in cash, but sometimes they 
also give loans in the shape of seed, to receive back of the seed at the time of 
harvesting. 

Personal, ornaments, land, and property securities are accepted to cover the loans. 

In the case of loans granted on the security of the crop and in the shape of 

seed, 25 per cent, rate of interest in kind is accepted, and in case of loans gnintcil 

on the security of ornaments, property, etc., low rate of interest, e,g., 12 jjer cent., 
is charged. 

Mn Shiva Nabain Lal Agarwal and others. 
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Question 2. — The agricuituriat has tp pay the settled rate o£ intereet in cash, er 
kmd ^ the case may be; over and above that he has to satisfy his creditor by giving, 
some more additional products of his field. 

A reduction in the present rates of interest would benefit the agricultural commuuilj- 
to a great extent. 

Question 8. — The clients of bankers have almost uo facilities in inspecting their 
accounts with them. 

E, — Defects of indigenous banking. 

Question 1. — Public opinion is indifferent regarding indigenous bankers in my 
locality. 

Question 2. — ^Indigenous bankers experience difficulty in carrying on their business. . 

Question 3. — They are sufficiently protected in law and they do not require ahy 
additional safeguards or privileges. 

Question 4. — The defective dealings of indigenous bankers with their clientele are 
due to the illiteracy of the borrowers. They should be educated. 

Question 5. — Indigenous bankers are often obliged to refuse acceptable deniands. 
on account of insufficient working capital. For extending these resources they should be 
licensed and should get some privilege at the hands of co-operative banks and joints 
stock banks. 

F. — Co-ordination, 

Question 1. — Indigenous bankers of the same class are* generally on friendly terms 
tod they get help from each other. 

Indigenous bankers of different classes generally act in their own sphere, but the 
merchant class bankers sometimes at the time of necessity take help from the solety 
money lending class. 

There is some co-ordination in the various kinds of banks in this province but not 
as much as desirable. 

The Imperial Bank of India and the joint-s.tock banks do not give any preferential 
treatment to the indigenous bankers over other customers because of their being so^ 
though they get some better treatment on account of better security. 

Question 2. — ^Co-ordination between indigenous bankers and other banks exists 
only to a very little extent. 

At the time of a crisis the indigenous bankers should be helped by the other banks- 
after examination of their case. The establishment of a provincial bankers’ association 
with branches in important trade centres is recommended. 

Question 3. — Great difficulty is experienced in the collection of cheques on indigenous 
bankers working in mufassil towns. 

The establishment of a greater number of banks in rural areas will solve the problefn 
to a great extent. 

Part 0, — Consolidation of indigenous banks. 

Question 1. — Indigenous bankers should be recognised by the Government by some 
law, and should get some privileges making them serviceable to the community. 

Question 2. — The conditions of such recognition should be keeping up correct and up- 
to-date (accounts to be inspected at any time by inspecting officers employed by the Govern- 
tnent for the purpose, and producing balance sheets. 

Question 8. — ^The indigenous bankers would resent no doubt the conditions for their 
recognition designed to regulate their operations and also the publication of fhe^ 
balance sheets, but when they look to the advantages and privileges they should consent. 

Question 4.— To a great extent money lies idle with the indigenous bankers at 
certain times of the year. 

It is possible to find remunerative employment for this money in the distriiSt. 

Questidn 5. — ^The indigenous banking system in the district is only connected with 
the principal money markets indirectly through the merchant class moneylenders. Direbt 
'ijonnection by the establishment of a bank in the district is possible and d^irable. 

1 regard it as desirable and essential also that a Central Beserve Bank be estab- 
Mklifed to create a bond of connection between all the elements of the banking syktem. 

Indigenous banks should be linked directly wilh the Central Beserve Bank. 

Mb. Shiva Nabaik Tjal A^abw^ othbm. 
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in. — IKVBSTMIONT HABIT A»D ATHSI^AOT^QN CAPITAL. 

A. — Encouragement of saving and investment habit. 

Question 1, — Banking resources in tke district are vtry few. The indigenous bankers 
generally depend upon their own capital. 

They are not adequate. 

Question 2. — Co-operative societies and the Post Office Savings Banks and in- 
digenous banks are the institutions for encouraging the habit of saving and investment. 
'They require both improvement and extension. 

Question 3. — The people of the locality are in the habit of investing in gold and 
silver ornaments to a great extent. 

Question 4. — ^Postal cash certificates are not popular in my district. 

The revision of the rate of interest to a higher one and changing the terms of 
issue would increase their popularity. 

Question 5. — ^Post office savings banks afford sufficient facilities to the investing 

public. 

Only some men of the educated classes take advantage of the various facilities for 
investment offered by the post office. 

Generally illiterate people do not take advantage at all. Education propaganda 
is necessary. 

Question 6. — I consider the allegation that the rates of interest on postal cash 
-certificates and treasury bills are so favourable as to create competition between Gov- 
ernment and banks in attracting money, to be true. , 

But no harm is done by this competition. 

Question 7 The issue of gold cash certificates would accelerate saving and invest- 

ment habit to a great extent. 

Question 8. — If public bodies like municipalities, etc., be ready to afford savings 
bank facilities, it would promote the savings habit. The working and investments of 
such banks should be regulated strictly by law. 

Question 9. — Whatsoever facilities for the sale and purchase of government secur- 
ities are afforded by Government, the Imperial Bank and other banks are taken advantage 
►of by a limited number of educated people only. 

The procedure of purchasing and selling government securities should be made 
simple and easier so that agriculturists and small investors may take advantage of them. 

Question 10. — ^No facilities, except those afforded by the Government, are avail- 
able for the purchase and sale of government securities. 

Question 11. — Some educated people invest their savings in the postal savings banks 
and some in the co-operative banks. Merchants and moneylenders ^utilise their money 
in their respective businesses. Ordinary men and agriculturists keep their surplus savings 
lying idle or they spend it in performance of religious and matrimonial ceremonies or 
In making ornaments for their children, wives and relatives. 

Question 12. — Only some farmers invest their surplus funds in the co-operative 
societies, but the general case is as mentioned above. ^ 

Sometimes agriculturists also lend their surplus money to their fellows on almost 
similar terms as the moneylenders. 

No estimate of the amount in the possession of the agricultural population in the 
district - 18 possible. It is not distributed equitably. It is decreasing owing to unfavourable 
weather conditions for the last three years. 

Question 13. — I agree with the vie^ that in India the banking and investment 
habit is of very slow growth. The illiteracy of the people is the chief cause. The co- 
operative societies are the best means to educate the people to invest their savings in 
•productive undertakings. 

Part B. — Cheque habit. 

Question 1. — The cheque habit is growing in India. 

Question 2. — ^The abolition of stamp duty on cheques has led to an increase in the 
nse of cheques and the opening of more accounts. 

Question 8. — Only a limited number of the educated classes use cb^ee. 

Mr. Bhiva Nabain Ijal Ag\rwal akd others. 
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Question 4.— The poyment of government servants and bank employees drawmg abov©* 
Bs, 100 by cheques, and freer receipt of cheques in payment of government dues would 
aurely promote the cheque habit» 

Post offices should cpen cheque accounts, particularly at places where such facilities- 
do not exist. 

Question 5. — The thumb-impression in place of signature in the case of illiterate 
people on the cheque should be accepted. 

C . — Vernacular scripts in hanking. 

Question 2. — 1 would insist on the use of Nagri script because this script is the 
most legible one. 

D. — Imperial Bank of India, 


The opening of new branches of the Imperial Bank of India in recent years has 
resulted in the encouragement of the investment habit, the promotion of internal trader 
and industry, the increase of facilities for agricultural credit, indirectly in the reduction 'n, 
the general price of money, but their effects have not been very great. They are mostly 
indirect and little. 


Mb. 8hiva Nahain Lal Aoaewal iinu othkbs. 
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Babu ACHAL SINGH Sahib, of Osah, district Rae BareU. 


Replies to the questionnaire. 


I. — Agricultural credit and credit facilities. 

Part A,— Agricultural borrowing for purposes of production. 

Question 1.— The agriculturist in this area borrows from Government, from co- 
operative societies, and from moneylenders. 

Ho borrows for repayment of earlier debts, payment of interest, marriage, etc., 
for relief in distress due to famine, for payment of rent, for buying seed and lo meet 
the expenses of cultivation and litigation and other agricultural needs. A major por- 
tion of the loan is taken from moneylenders. It is only at the time of famine that 

money is borrowed from Government and from co-operative societies. 

About 50 per cent, of the loan is taken for agricultural purposes and from money- 
lenders. The remaining 60 per cent, is borrowed for domestic and marriage expenses, 
etc., from rich men of the same village. Above five per cent, of the loan is taken from 

Government, and that, too, at the time of famine and drought. Very little of it is 

taken from co-operative societies, though Government grants iaqavi at the time of 
cultivation of opium and cultivators take it. 

About 75 per cent, of the debt is incurred in cash and 25 per cent, in grain. 
The latter is incurred for domestic consumption and other needs. 

Money is advanced for long periods, but grain for six months only. 

Question 2. — The rate of interest is generally 2 per cent, per month, but oc- 
casionally as much as Us. 3*8-0 per cent, is charged, and even more than that. Grain 
borrowed for seed has to be repaid at 60 per cent, interest, and that borrowed for con- 
Bumpt’on at 26 per cent, inter st, to be realised at the time of Uie r»pxt harvest. 

If loan for seed is taken in cash the rate of interest remains the same. There 
is no separate rate of interest for such loans. The rates of interest nre certa’nly high. 

The only expense incurred at the time of borrowinof money are the stamp and 
the fee for writing the bond. 

Question 3. — When borrowing money for agricultural purposes people sometimes 
mortgage or sell standing crops or houses, etc,, but they never mortgage agricultural 
implements. 

As a rule, it is not correct to say that the better the title to land the greater 
the amount of indebtedness, where the landlords are good and merciful, the tenants are 
not in debt, otherwise poor cultivators are mostly in debt. Zamindars have effected 
vorv littlp, imumvemenl dnriii<" ^he last twentv-five yo:^r^ or so ns regards irrigation, etc., 
hence their tenants are in debt. 

Tlio amount of scouied on land mortgage is increasing. 

Question 4. — The payment of debt from agriculturists is realised by faking hU 
grain or purchasing his garden, etc., or by means of attaching his property through 
the law courts. 

The loon taken in grain has to be repaid in grain alone. It is not repaid in cash. 
If repaid in cash, the payment is made at the time of harvest, tlie price of (he grain 
due being calculated at the prevailing market rate. This causes loss to the ciiltlvator. 

Question 6.— The cultivator takes no advantage of the facilities provided by the 
>grTn!t urists Loans Act or the Land Improvement Act. He borrows very little or no 
taqavi at all for building wells and tanks. The reasons for this are — 

(/) Because he lives at a distance from the tahsil, 

(ii) Government realises Ihe debt at the fixed* time wdlhout any concessions. 

The cultivator is put to much inconvenience owing to want of tnonoy 
which he is obliged to borrow. If he is unable to repay the debt Gov- 
ernment realiseq it by mea^s of attachment of his property which lowers 
him in the estimation of his fellow cultivators. 

Babu Achal Singh. 
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{its) Owins[ to want o£ education they see no advantage in it and are therefore 
put to much inconvenience. 

Generally no one borrows taqavi in a prosperous year. Cultivators obtain their 
aeeds by borrowing from moneylenders w'hen there is famine; money is, no doubt, 
fcorrowed from Government, but to a very limited extent. 

The defects in the system are— 

(t) Taqavi is distributed late in the season. By the time the Government make 
an inquiry the cultivator has already met his needs by borrowing from 
moneylenders. 

(n) Government realises the money at the time of the next crop, or as soon there 
after as possible. The moneylender allows sufficient time for payment, 
and, by the payment being delayed, he gets more interest. 

(iU) People are put to much inconvenience in going to the tahsil and are not in 

the habit of doing so. Want of education is also a reason. 

If the Government advances taqavi at the time of need and grants it for a sufficiently 
long time, and also shows some concession in realising it, the present state of affairs 

is bound to improve. It would be still better if the rate of interest is lowered and 

centres for the grant of taqavi are es'ablished at shorter distances from each other. 

Question 6. — Cultivators sometimes combine together to produce certain crops, 
such as sugarcane, etc. If weak and poor cultivators adopt this method it would be 
better for them. 

Qtiestion 7. — If money is advanced for agricultural purposes on a low rate of 
interest for a long time, and centres are established for that purpose near villages, 
tmore money will be borrowed. 

Part C. — Extent and nature of agricultural indebtedness. 

Question 1. — The principal creditors of cultivators are moneylenders, and next to 
•the^ co-operative banks and Government. 

The richer agriculturist lends to the poorer to the extent of 80 per cent. 

About 80 per cent, of the debt is borrowed from moneylenders, and the remaming 
‘20 per cent, from Government and co-operative banks. 

Question 2. — As a result of the enforced payment of debt, land is certainly pass- 
ing into the hands of those who are not efficient farmers. By this process the cultivator 
can have no hope of reaping any benefit by borrowing. If he borrow^s his bullocks, etc., 
.are attached, and he cannot get enough produce from the land. 

Question 3. — Seventy-five per cent, of the zamindars are in debt. 

Question 4. — The special causes for the indebtedness are : the poverty of culti- 
Tators, excess of expenditure over income and inability of zamindars to cultivate the 
fields themselves ; marriages of daughters, inability to distinguish between necessary 
and unnecessary expenses due to want of education, and costs of litigation. 

Question 6. — The landowning classes do not have to pay any special charges or 
rates of interest in respect of their borrowings. 

Part D. — Credit famlit'es in respect of agricultural production and niarl<eting. 

Question 1. — Government, the Imperial Bank of India, the joint-stock banks, etc., 
all try their best to lend money to cultivators, but they fail to meet their demands. 
(Cultivators are not generally aware of all the facilities available, nor do they try to take 
advantage of them. 

The existing credit facilities are inadequate. Village moneylenders charge high 
rates of interest. Help from Government comes too late and full advantage is not taken 
of it. If cultivators are made to understand the advantages of Government help by 
means of lectures and notices, it is possible that they may be inclined to borrow from 
Government. 

Money should be lent for a sufficiently long time, and centres for advancing mo- 
ney should be established everywhere. The debt should he realised without causing 
much hardship. If this is done more money will be borrowo'id. 

!BaBU AoHAL SlNOBf. 
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Very little money is advanced for the purpose of marketing ot crops. Bather 
iihere is no such practice in these parts. If this method is adopted, and the producer 
is helped to send his produce to the market, much progress can be made. 

Question 2. — Merchants who lend money themselves compel their producers to 
sell the grain at their hands at a cheaper rate to repay the loan advanced to them. The 
same thing happens m case of money being borrowed from a bank. The cultivator is, 
4iherefore, unable to reap the full benefit of his labour. 

Part F. — Co-operation, 

Question 1. — There is not enough competition among the co-operative banks and 
Joint-stock banks in this district. Very few people try to take advantage of them. 

Question 2. — People do not coubider it quite sale to invest their capital m banks. 
The banks, therefore, find it difficult to raise capital. 

Question 3. — There is a sufficient amount of capital available in this district for 
financing the co-operative movement, but it belongs to a few persons only, not to the 
public; hence the public do not take much part in it. If they do so, the capital of the 
bank might be enhanced and people might come to have closer relations with the bank 
.and profit thereby. 

Question 4. — ^Tt is possible to stimulate the growth of the co-operativo movement 
by granting financial concessions such as exemption from income-tax and inclusion ot 
debentures^ in the list of trustee securities, and an increase in the number of co-opera- 
tive societies is desirable. 

III. — ^Investment habit and attraction of capital. 

B. — Encouragement of savings and investment habit. 

Question 1. — The inhabitants of this district can invest their money in post office 
•savings banks, in purchasing government bonds through the treasury or post office co- 
operative banks, and the Allahabad Bank. 

The existing banking resources are adequate, as the people of the district are 
not much in the habit of depositing money or inclined to take advantage of banks, etc. 
If they are made to iinderstand the advantages of banks by means of lectures they may 
acquire the habit of investing money in banks. 

Question 3. — ^For encouraging the habits of saving and investment there are, 
besides the banks, post office bonds. But people pay very little attention to them. 
They have not much faith in banks, and the existing means do not provide sufficient 
facilities to induce the public to invest their money in banks. They require improve- 
ment or extension, especially outside the principal trade centres. The people of my 
locality are, to a certain extent, in the habit of investing in gold or silver. 

Question 4. — ^Postal cash certificates are not popular in my district. If the rates 
of interest and other terms are suitably altered they are likely to become popular. 

Question 5.- — ^If facilities for investing money in post office savings banks are 
increased and the rate of interest enhanced, and things are sufficiently explained to the 
people through notices and leaflets, they are likely to invest more nnonpy in post office 
savings banks. At present only literate persons invest money in such banks. ^ 

Question 7. — Villagers know nothing about the gold cash certificate. When they 
are made known to the people they might invest their money in them. It is bound to 
prove profitable, and it is hoped that large sums of money might be invested later on. 

Question 11. — ^People are in the habit of keeping surplus money with them. They 
land that money or purchase and store grain. 

Question 12.-— The farmers keep their surplus funds with them in a prosperous 
year and invest it in purchasing ploughs or bullocks. 

^ Question 13. — Popple In India are not much in the habit of depositing their xnoney 
in banks. The habit is of very slow growth. There is no other reason for this except 
lack of proper education. If the advantages of hanks are explained to the people ranch 
progress can be made in this direction. 


IBabt Aohal Singh 



( 5H ) 


Ral Bahadur LALA SHEO PERSHAD, M.B.E., Bareilly. 


Replies to the questionnaire. 


I. — ^AGBlCULTURAIi CREDIT AND CREDIT FACILITIES. 

Part A, — Agricultural borrowing for purposes of production. 

Question 1. — Ordinarily an agriculturist in this district borrows money from tbo- 
village moneylenders, from his co-tenants, from the relations of those goveiument ser- 
vants who send money to them, from the adjoining nifneylenders {makajatts)^ secures 
money by mortgaging sugarcane crops to the local sugar merchants or to other tenants 
or to the zamindars, from the Afghans, who advance loans as well as cloth, etc., on tho 
credit system, or from those persons who lend money on the instalment system, from 
the relations of the legal piactitioners who reside in the village or from the relations* 
of the patwari. They also get some advance on their opium crop from the Government and 
in a very small degree from the co-operative society. If they fail with all these handhs 
they resort to pawning their ornaments either locally or in the mufaasil. 

The tenant borrows for all the purposes mentioned in the questionnaire except for 
building tanks, because no tenant would require such a largo storage of water. Over 
and above these there are other occasions for borrowing, e.g.^ for giving English education 
to his children, for buying modern luxuries, and for other extravagant and immoral pur- 
poses, e.g. drinking- and gambling and for paying illegal gratification in litigation. The 
amount of debt due to each object cannot be stated for, except in the case of co-operativo 
societies, no moneylender cares to see the purpose for which the money is required, pro- 
vided the borrower holds bis credit, and the borrower can easily misrepresent his require- 
ments to secure money. 

The debt is mostly obtained from the private moneylenders. 

Ordinarily the loans are secured till the harvest season which extends for six 
months. If taken for longer period they are secured either by simple or by usufructuary 
mortgage of the holding for five years; on sugarcane crops for a year or so with a 
condition that the repayment should be made after pressing the cane on which the money 
is secured. 

Question 2. — The rate of interest on cash advances rises from Ee. 1 to Es. 3-2-0 
per cent, per month according to the status and prompt payment of the debtor. On loans 
in kind one-fourth of the advance is taken as interest at the next liarvest. The intc’^cst 
is generally calculated monthly per hundred and a month is divided into 30 days. Tho 
rates are apparently exorbitant, but in view of the fact that the metliods of recovery 
through court are so expensive even such high rates are not sufficient to cover the expen- 
ses of litigation. If those modes of recovery are allowed to tho private moneylender r.s 
are in vogue for co-operative societies, agricultural farmists, etc., then I think that these 
rates are high. 

A borrower pays fhe following charges also, duty, writing charges, 

brokerage and in some cases some allowance by way of perquisite to the moneylender’s 
gomeshta. 

Question 8. — ^Besides on mortgages, loans are secured on standing suga'-cane crops, 
Houseliold things aro not deemed sufficient security. Implements of husbandry nro 
exempt from attachment, vide section GO of the Civil Procedure Code, and hence they 
cannot bo regarded as security. Ornaments are pawned and their rate of interest is also 
low. 

It is correct to say that the better the title to land the greater the indebtedness. 
Those landlords who have no other source of income aro 00 per cent, in del»t and tho 
tenants about 85 per cent, : those who do not depend on mere agriculture are 99 per cent, 
in debt. > 

The amount of debt secured on land mortgage is increasing because section 82 of 
the Tenancy Act is ineffective and the tenants are generally given more than one chance 
of evading ejectments by fresh and successive grants of time by the court; and thus 
Rai Bahadur Lala Shbo Pershad. 
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the tenants gladly transfer their holdings to the sub-tenants, and the zamindan seeing 
this abuse refrain from resorting to this system. This fact of transfer is often concealed 
by executing the patfa and the bond separately. 

Question 4. — ^Kocovery of debts is enforced through the law courts. 

Question 6. — Cultivators do not take full advantage of the facilities provided by the 
Agriculturists Loans Act and the Land Improvement Act, because they have to face 
certain difficulties, e.j;., the delay which is caused in deciding the application, and the 
expenses which a tenant has to undergo in securing loans under the Acta. 

In abnormal years tenants apply for even four times as much taqavi as in normal 

years. 

Tho existing taqaoi system is defective. The patwaris should be altogether 
excluded from this affair and the arrangements should be made through respectable local- 
men under official supervision. 

Question 6. — There is no combination between cultivators for the purpose cf 
production and I think such combination is impracticable until tenants be sufficiently 
educated. 

Question 7. — The present system of agricultural borrowing is unsatisfactory.. 
Under the Civil Procedure Code tenant defendants have much iibcrlv : they get ui - 
necessary time at the time of the original suit and execution proceedings. Subletting is 
also injurious. Owing to cne year’s time for recovery allowed by the Village Panchayat 
Act and absence of provision for arrest in the Village Munsifs Act, as also the fact that 
the decree-holder has to go to the tahsil for executing a panchayaVs decree, a lender 
at the time of advancing money can never be sure that he will get his full amount. 
These are the factors resulting in high rn^es of interest ; if these are remedied then the* 
rate of interest w:il go down of itself. If the same facilities be allowed to private in- 
dividuals as are allowed to co-operative societies and the Government then too the result 
will be tho sam^. 

Part B. — Agricultural borrowing for purposes of marketing. 

Question 1. — In the ma'oritv of cases the products are sold in the town or district 
markets by the tenants directly through the commission agencies cf the shopkeepers; in 
some cases the mufassil dealers go to the spot and buy the grain when it is just ready 
for storing. 

Question 2. — The co-operative societies do help in this matter. 

Question 3. — The cultivator has to pay two pic© per rupee as commission fee- 
to the arhatia. The charges vary with different crops. 

Question 4. — The cultivators store individually in earthen pots and this is the 
best method for them. 

Question 7. — Only the sugarcane crops are sold jointly; other crops cannot he 
sold in this way. 

Part C. — Extent and nature of agricultural indebtedness. 

Question 2. — A rich tenant does advance to a poor tenant according to his status. 

Question 3. — Unless stringent restrictions are placed on subletting, it is^ impossilde* 
to stop tho transfer of land from the possession of efficient farmers to that of persons- 
who are not themselves efficient farmers. 

It is not a fact that the tenant produces less, but he has ample freedom to sublet 
and does not like to exert himself. 

Question 5. — ^The causes of the indebtedness of the land-owning classes are as^ 
follows : — On account of extravagant habits during the Insi 23 years the expenses have 
gone up disproportionately to the income. The income hns been increased by half, whereas 
the expenses have gone up five times — for example, a kahar servant could be had for Rs. 4' 
twenty years back, but now one has to pay h’m Rs. 12 to 15. Tlie zamindari expenses liave 
gone up similarly. Higher English education is imparted to the children, which is far 
more expensive than the Indian education; they, when educated, cannot get suitable- 
posts and they are reluctant to serve ordinarily; this burden too falls on the zamindari. 
Twenty years back rich eatables, such as fruits and foreign articles, were unkno^vn,.. 
whereas at present every .one longs to have them. Bimilarly, the zamindari expenditure- 
Rai Bahadub Lala Sheo Pebshad. 
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ibas also increased, e,g.t formerly a zamindar could maintain a pair ot ouiiocks or a horse 
for Ks. 16, but these days he nas to spend Us. 60 or 60. The evil does not end here; 
fthe zamindar s maintain motors and horses together and spend Es. 200 to 300 on their 
-maintenance. 

Question 6. — The rate of interest on loans to landowners is not fixed; it varies 
•according to the status of the borrower. 

Part D. — Credit facilities in respect of agricultural production and marketing. 

Question 1. — The money which is advanced for crops is solely advanced by co- 
operative societies, the local moneylenders and mahajans. These facilities are not sufficient. 
My suggestion is that legal security should be strengthened so that the tenants should be 
aware, that the loan is meant to be repaid rather than a denial of the repayment, e.g., similar 
facilities should be allowed to private moneylenders and the banks as are for the Canal and 
'Other similar departments. By this suggestion I mean that the borrower should be well 
aware of his responsibility to repay. For example, if A is a lender but not the zamindar ^ A 
will have no benefit if he secures B's ejectment, but by this means B will realize his res- 
ponsibility and will not try to evade payment lest he may be ejected. Secondly, village 
panchayats and village munsifs’ courts should be established in every village and the present 
-defects of these courts should be removed avS I have suggested in answer to question^ 
no. 7 of Part A. Similarly, the Civil Procedure Code should be amended. In my 
opinion the tenants should be burdened with sufficient responsibility of repayment, so 
that moneylending may become easier and they will not borrow needlessly but subject 
to such checking as is exercised by the co-operative societies. If the same facilities be 
given to private moneylenders as are enjoyed by Government and semi-Government socie- 
lies then moneylending and borrowing shall become very easy and the tenants shall be 
in a better position and will soon become rich, and the rate of interest in private dealings 
shall become low. 


Part E. — Land mortgage hanks. 

Question 1, — A zamindar can secure loaos for long periods according to hia position 
by mortgaging his property. A tenant can secure long-term loans ac.ording to his 
‘position by mortgaging his holding. 

Question 2. — Often land is mortgaged with a condition that it cannot be redeemed 
'till full repajonent and in this way long period debts can be secured. 

Question 3. — Non-transferability of tenants’ rights is an impediment to long-term 
•credit, but by this restriction only a fe\\ rich tenants can live in the village and the 
rest will starve and will share the same fate as zamindar s who are 99 per cent, in debt 
and whose properties were sold every month on the 20th by public sale. The rate >1 
interest is increased on account of subletting. 

Question — At present the freedom of subletting impairs the solidity of security 
in th<j shape o. occupancy rights, but if restrictions be placed on subletting, the security 
can be improved. 

Question 6. — ^Land mortgage banks might prove useful to the taluqdars and 
zamindar s, provided the loans do not exceed eight times the revenue. The mode of 
'realisation should be similar to the realisation of Government revenue. For zamindar s 
paying Be.* 6,0(X) or upwards revenue there should be a separate bank. There pbould be 
no connection between the two. 

Question 7. — ^In estimating the value of land, a comparison is made of neighbouring 
sub-tenants* rents, the rent which is paid to the zamindar s and 10 per cent, other 
•sundry charges are excluded, the balance is divided by 12 and the result is taken to be 
^ual to a hundred to a rupee. It can be said that 12 per cent, is excessive and 6 per 
•cent, reasonable, but I say that the other 6 per cent, is for recovering such incidental 
losses as the leaving of the village by the tenant or his death or the postponement or total 
remission of the revenue by the Government. 


flAi Bahapur Lala Sheo Persh-vd. 
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Baba NA¥IN CHANDRA Sahib, of Farmkhabad. 


Heplies to the questionnaire. 


1. — ^AgRIOULTXJRAL credit and credit PACILITIBS. 

Part A. — Agricultural borrowing for purposes of production. 

Question 1. — The agriculturists generally borrow from the village moneylenders ; 
co-operative societies cover only a very small area. Government also distributes taqavi in^ 
times of famine, flood, etc., but the sum is very insufiicient and not available at the 
proper time. 

They borrow for all the purposes mentioned in the questionnaire, excepting 
buildmg of tanks and other agricultural improvements. Generally they borrow for seed, 
manure, cattle, etc, For example, in the cultivation of potatoes, tobacco and sugarcane- 
half the debt is required for manure and seed and half for other expenses. 

They borrow 80 per cent, from the village moneylenders and the remaining 20^* 
per cent, from the co-operative societies and other sources. 

Seventy -five per cent, of the debt is incurred in cash and 25 per cent, in grain. 

The debts are generally incurred for long periods. 

Question 2. — ^The rate of interest is 2 per cent, per month for cash advances, and 
for loans in kind for seed and for other loans in kind, 26 per cent, of the grain for six. 
months. 

Interest is calculated six-monthly. 

In my opinion the rates of interest are high. 

Borrowing from the village moneylenders costs only documentary expenses and 
their registration, etc., but with distribution of taqavi the case is quite different as the 
cultivator gets only 60 per cent, of the loan allotted to him and the remaining 60 per 
cent, is spent on the receiving and repaying agency which consists of patwaris and 
chaprasis and other tahsil staff. In this way the object of the Government of distribut- 
ing taqavi is defeated, and instead of a blessing proves a curse to them. 

Question 3. — The village moneylenders do not get any security. 

It is quite correct to say that the better the title to land the greater the amounir 
of indebtedness. 

Ninety-five per cent, of the landlords, 86 per cent, of the occupancy tenants, and* 
60 — 70 per cent, of the tenants-at-will are indebted. 

* Both unsecured debt and debt on land mortgage is increasing. 

Question 4. — ^No other method except suing in the law courts is used to enforce 
payment of debt from agriculturists. 

The difference between the rate at which the cultivator borrows grain or repays it is 
nearly half a seer less per rupee than the bazar rate at the time of giving the grain and 
half a seer more than the bazar rate at the time of repaying. Every cultivator is presumed* 
to know the bazar rate. 

Question 5. — cultivathrs take no advantage of the facilities provided by the 
Agriculturists Loans Act and the Land Improvement Act, i.d., they do not borrow 
faqavi freely. They do not borrow for the reasons already given in the answer to ques- 
tion no. 2 above. Famine only forces them to accept taqavi. In ordinary times nO' 
taqavi in borrowed, 

Babij Navix Chandra. 
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Taqavi is available to the poor cultivators only on the illegally gratified recom- 
xueudation of the paticaris and hanungos, and in this way the very object of taqavi is 
defeated. Instead of relieving the poor cultivators it is a source of income to the lower 
:;rade officials of the Government and sometimes higher officials. Then, when repaying 
the above the system, is still more hurtful to the cultivators. There are no hard and 
fast rules for repayment, but the same is lealised by the paivoaris^ kanungos and naib* 
tabsildars according to their will, or postponed when they are paid sometimes. When 
these subordinate officials are pressed, by Government to realise, they sell by auc.ion every 
belonging of the cultivators on nominal prices and thus totally ruin them. 

Government should frame such rules for the distribution of taqavi so that the dis- 
tribution may be made by the high officials on their personal enquiry cf the conditions of 
the individual agriculturists, without any recommendation from the patwaris or subordinate 
officers, so that those who need taqavi need not approach the patwaris or such junior officers, 
Similar rules arc necessary for the collection of the taqavi so that the patwaris and 
such junior officers feel that it is their duty to collect taqavi and the question of granting 
time and amount of collection may not be at their disposal. In my opinion the standard 
of granting taqavi should be fixed on the total amount of the rent the agriculturist 
pays or the total acreage of the land he owns. Whatever standard on rent and acreage 
of land the Government pleases to establish will facilitate the high officials in distribut- 
incr taqavi without depending on their subordinates and will also save the agriculturists 
from their clutches. Thus the agriculturists will get the full taqavi in time of need. 
Regarding the collection of taqavi they should be collected by petty instalments sanctioned 
by Ibe Government according to the circumstances of the agriculturists who should feel 
that they are bound for payment and the junior officers for the collection so that the collec- 
tion is not on the whims and at the disposal of the subordinates. The effect of these rules 
will be that they are bound for payment of the instalments, therefore they will be ready 
fer payment. There will be no occasion for offering illegal gratification and the officers to 
accept them. . , . 

Only the Cemmissioner should have the power to alter the amount of the instal- 
ments under such circumstances as necessitate the suspension or remission of the 
'Government revenue. 

Quefition 7.-— The current borrowing system of the agriculturists is very defective 
and ruins them. 

The defects of the taqavi system I have pointed out above. 

They pay high rates of interest to the village moneylenders and in addition to 
this, the account is not generally clear and honest. The consequence is that the agricul- 
turist who once happens to borrow cannot free himself from the clutch of the lender. 

The Government should frame rules which will force the village moneylenders 
and such other persons who lend money to the tenants to keep their accounts according 
to the Government sanction and their accounts should be checked regularly by high res- 
ponsible officers who understand accounts well and the status of w'honi is above question. 
If this is done, flie illiterate tenants will be saved from tbese dishonest moneylenders. 

Similar rules safeguarding the interests of the moneylenders from the dishonest 
tenants should also be framed so that the moneylenders may collect tlte money given 
in loan for purely agricultural purposes without any difficulty. At present there is no 
other way to exact their loan except by civil litif^ation which is so expensive that 
practically speaking no amount is recovered. Wlintevcr is exacted is generally equal 
to the legal and illegal expenses of the court. Moneylenders should be given such 
facihries as to recover their money by decree by producing a certificate from the pronosed 
aadi'ing officers to the court, as is effected by the certificate of the Registrar of the 
Co-operative Societies, and for their execution a special attaching officer should be kept. 

The crop for which the loan is given by the moneylenders should be considered as 
in mortgage. 

If the Oevemment wants to save the landlords they should be mvnn special facili* 
♦ies fr^m the Imperial Hank or co-operative societies on a low rate of interest by mortgag- 
ing their landed property. 


Babit Navin Chasdra. 
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^Lala CHANDRAMUL SINGH Sahib, district Rae BareU. 


Replies to the questionnaire. 


I.— Agricultural credit and credit facilities. 

Part A, — Agricultural borrowing for purposes of production* 

Question 1,— The agriculturist borrows from Government, big ogriculturists, and 
moneylenders. 

The objects of his borrowings and the proportion of debts due to each object are 
as follows : — 

per cent. 

Repayment of earlier debts ••• ... . 10 

l^aynient of accumulated interest ... ... 5 

Marriage and ether social functions ... ... 15 

Famine and other kinds of distress ... ... 15 

Payment of land revenue and rent ... ... 10 

Seed ... ... ... ... iO (in the shape of grain.) 

Litigation ... ... ... ... 25 

Purchase of plough or other cattlo ... 5 

Subsistence ... ... ... ... 5 

Of the total debt 75 per cent, is incurred in cash and 25 per cent, in grain. 

In grain tlie debt is repayable in six' months and in cash in a year or more. 

Question 2. — Rates of interest are as follows \ — 

For cash advances — mostly 1 per cent, and in a few cases Re. 1-9-0 per cent, 
per month. 

For loans in kind for seed— 25 per cent. 

For other loans in kind — 25 per cent. 

The rates are certainly exorbitant. There is no other charge incidental to the 
grant or repayment of loans. 

Question 3. — Grain is lent on trust only; for cash security of land, houses, and 
ornaments is taken or there is a mortgage with possession. 

It is, no doubt, correct to say that the better the title to land the greater the 
, amount of indebtedness, for generally landlords are more indebted than tenants. Seventy- 
live per cent, of landlords are indebted. 

The cultivators can always ascertain the prevailing rate of grain in the market 
as haijana (earnest-money) of each village is kept, in the bazar. 

Question 5. — The cultivator wishes to borrow iaqavi, but those who do not bold 
land on lease and are sub-tenants do not receive it. When land is shared by four persons, 
and its lease is in the name of one man only, the man in whose name the lease is will be 
able to obtain taqavi, but others will not. 

In abnormal years loans are taken half as much again or twice as much as in 
ordinary years. 

In my opinion if the status of land is neglected and taqavi is given on the security 
of big cultivators everyone would be benefited by it. 

Question (».— Many cultivators combine in sowing santcan and sugarcane, and other 
crops are also sown in combination. 
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AtMAJi StNOa, BABtr, of Osah, district Rae Bareli, evidence of, 551 — 66S. 

Adya Sabak Singh, Rao BahidxJb Tkakitr, Zarnindar and Honorary Magistrate, Jaliaii* 
abad, district Fatehpur, evidence of, 354 — 367. 

AOBIOHIiTXJBAL BOEBOWINa — 

For purposes of marketing, evidence regarding, 6, 13, 16-17, 19-20, 24, 30, 33, 36, 
80, 107, 148-149, 165-166, 181, 191-192, 207--209v 223—225, 231-232, 245, 259, 
261-262, 264, 267, 271-272, 287, 299-300, 311-312, 328, 338-339, 347, 350- 
361, 359, 380-381, 389, 393, 398,404,409,411, 413,418,429,434,436, 438-439^ 
510-611, 518, 525, 627-528, 631-532, 533, 537, 545, 555. 

For purposes of production, evidence regarding, 4-5, 12 — 16, 18-19, 23-24, 29-30* 
32-36,106-107,145—148, 165, 171—181, 190-191, 206-207, 221—223, 229—231, 
243—246, 269, 261, 263-264, 266-267, 289—271, 286-287, 297—299, 304—306* 
310-311, 326—328, 336—338, 346-347, 340-350, 354, 358-359, 370, 380, 388, 
390-~393, 395—397, 403-404, 407-408, 410, 412-413, 417-418, 425—429, 434, 
436, 438, 441-442, 456-457, 479—481, 506, 500-510. 517-618, 524—627, 531* 
533—535, 537, 541-542, 544-545, 551- 552, 554-555, 567—659. 

Aobioultueal obedit and credit facilities— 

Evidencer3garding,4— 8. 12— 27,29— 42,54,65— 67, 80—82, 87-88, 98-99, 106—^ 
118, 139-140, 145—153, 160-161, 165—168, 178—184,190—193,197—200,206— 
214, 221— 238, 213— 251, 259—277, 286—290, 297—302, 304—306, 309—318, 326— 
329, 336—347, 349—356, 358—361, 366—368, 370-371 , 380—383, 389—398, 403-^ 
405,407—415,417—421,425—431, 434-439,441-442,456—158, 479—481, 506— 
507, 509—513, 517—519, 624—542, 544—547, 661—669. 

Note on (jTaadoa), 494 — 496. 

Acbiodltdbal INDEBTEDNESS, extent and nature of, evidence regarding, 5, 20-21, 24-25, 
30-31, 107, 149-160, 166, 181-182, 192, 209, 226-227, 246, 260, 262, 267, 272, 
287-288, 300, 306, 312, 329, 339-340, 351, 355,366,381,389,393,411, 413-414# 
418, 429, 434, 457-468, 628, 633, 635-536, 638-639, 642, 652, 655-666. 

Ahmad Ullah Khan, Chaudhbi, Honorary Magistrate, Sabawar, district £tah, evidence of, 
395-390. 

Akbabfub, village, district Etawah, report of enquiry in, (Chiranji Lai), 307-308. 

Ambit Rai, Mb., Advocate, Rae Bareli, evidence of, 539-640. 

Anand Swabup, Rai Sahib Lada, Rais and Honorary Magiatrate, bfuzaffarbagar, evidence 
of, 368—365. 

Ansell, Mbs. A. K., Secretary, United Provinces Poultry Association and Poultry Expert 
to Government, evidence of, 37 — 39, 

Anti Bam Sah and Sons, Messrs., Bankers and Agents, Almora, evidence 139^—144. 

Abno Schmidt, Secretary, International Federation, Manchester, extract iroxn a report by, 
regarding moneylenders, 48. 

Attbaotion of Oafital. 8ee Investment habit and attraction of capital. 

Babd Ram Vabma, I«ai<a, Banker, Etawah, evidence of, 190-—ld6. 

Balbhadba Prasad Tbwabi, Rai Bahadhr Pandit, Rais and Honorary Magistrate, Heorhi, 
Oawnpore, evidence of, 366 — 369 « 

Ballabh Das Rastoqx, Mb., Banker and Landholder, Lucknow, evidence of, 178«^I6d. 
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Banbrji, Mk., a. K., Vakil and Director, District Oo-operative Bank, Limited, Mirzapni^-*- 
Evidence of, 269 — 283. 

Scheme for land mortgage bank, 284-286. 

Bangles iNDxrsTBY of Firozabad, memorandum on, ( Oirwardhari Lall), 68-69. 


Bank(s)— 

Imperial . See under Imperial Bank of India . 

Indigenous. See Indigenous banking. 

Land mortgage. See Land mortgage banks. 

Bankers, indigenous. See Indigenous bankers. 

^^NWABi Lal, Mr., Chairman, Municipal Board, Qonda, evidence of, 18—^2. 

Bbhabi Lal Sah, Mb., of Messrs. Durga Sah, Mohan Lal Sab, Bankers, Ranikhet, Aln^ora 
and Naini Tal, oral evidence of, 132 — 138. 

^fctAiBAB Datt, Pandit, b.a., ll.r.. Advocate, High Court, Ranikhet, evidence of, 6$jf. 

^.G., B ji. , L.T. , Headmaster, Kishori Raman High School^ Muttra, evidence 

of. 609— 613. 

Bbaynaoab, Mb.; B, G., m.a., Lecturer in Rural Economies, University of Allahabadi evi- 
dence of, 466-^78. 

BitAtr Lal; Messrs., Bankers, Shahiahanpur, evidence of, 197 — 206. 

BnAWANi Das Sah, Lala, Honorary Magistrate, Ranikhet, evidehce of, 436-437. 

Bhola Na^h Avasthi, Sttbedab-Majob Pandit, Honorary Magistrate, Manjiar, district 
Fathhput, evidence of, 438 — 440. 

Bhop AT Patti, viUage, distriotParrukhabad, report of enquiry in, (Brijnandan Lal), 223 
—225. 

Bind Basni Prasad, Babit, m.a., b.sc., ll.b., officiating Subordinate Judge and HmoMrf 
Managing Director, Hash! Co-operative Bank, Benares district, evidence of> 344-346. 

BosBlfrOW'iNa, agricultural. See Agricultural borrowing. 

Bbi^mohan ChandoLa, Rai Bahadur Pandit, m.a., ll.b.. Advocate, Pauri; evidence of, 
637-638. 

Bbltnandan Lal, Mb., Bar.-at-Law, Honorary Managing Director, District CJo-opera- 
tive Bank, Parrukhabad, evidence of, 221 — 228, 237 — ^242. 

BuddhxPbakasic Jain, Mb., Village Service League, University of AUahahad> evideiice of, 
470_487. 

Hcratt-SrAMitJ, village, district frarrukhabad, report of enquiry in, (BrijnandanLal), 221— 
223,226—228. 

Capital, attrition of. See Investment habit and attraction of capital. 

Cnambeb pp Qommbroe, Uppub India, evidence of, 40 — 63. 

Chandbamttl SiNQlff , LaLa, districi Rae Bareli, evidence of, 569. 

Cheque habit, evidence regarding, 3, 11, 28, 47, 86*86, 92, 129-130, 148-144, 158, 204, 
26^, 294, 324, 348, 357, f62, 369, 402, 423-424, 433, 435, 643, 649^30. 

Chiranji Lal, Rai Sahib Babu, b.a,, Managing Director, Co-operative Bank, Etawah — 

Evidence of ; 296-:^08. 

Report of enquiry in villages Sarai Bhopat and Zainpur Nag'ar, 304—306; 

Report of enquir^ in village Akbarpur, 307-308. 

QAiban^ Lal. B4gla, Rai BaA4i>ur Snth, Rais and Honorary Magistrate, HatlMW» 
clenceof,399 — 402. 

Chotby Lal, Rai Bahajdub Babu, o.bjb., of Moradabad, evidence of, 403 — 406^ 

Consolidation op zndignnous hanks. See under Indigenous bankers. 

Co-opEBATloN, between banis, evidence regarding, 7, #, 81, 87, 140, 168, 

209 210, 213-214, 226, 235-236, 249, 262, 264-265, 268, 276J-277, 

309, 315-316, 339, 342—346, 347, 3M, 371, 420. 436, 62^80. m. 



( iH > 


9 niWiitmttfftomi, nmmetandttW regjfctdi»g e^taWi^hwat oi, 

497 _ 505 . 

Co-OBDZi7ATioir» between indigenous and other banks and bankers* 8ee under IndigenoiMi 
.bankers* 

Gbbdit FAOiLiTiBS, in respect oi agricultiural production and marketing, evldenceregarding, 
0.21,26,31,4O,81,87,9g,lO7,W-,W2^139, 1^0, ,160, m 18^-183, 192, W, 232- 
233,247,273-274,288, 301, 312-313, 329, 340-341, 347, 851 3^2, ^6, 386-367, 

381, 396, 393, .419, 430,434, ,611, 646, 662-663, 666. 

Daya Shakkab Dubby, Mb., b.a., ll.b.. Lecturer in Economics, University of Allahabad, 
evidence of, 466— 466. 

tabl6s showing diStnbution of, in village Burjm^mau, district Farrukhabad, 227- 
223. 


Dbfbots— 

La^ regarding recovery.pf debt. See Law. 

^aqavi system. See evidence regarding agricultural borrowlng.f6r purposes of pro- 
duction. 

Dbpositobs, memorandum regarding rates of interest charged from, (Shyan/t BehkriMttra)^ 


Dbvi Dayal^Pathab, Rai SahTB Pandit, Advocate, Mainpuri, evidence of, 631-632. 

B^Bqa BiSbbn Lal Sah, Lala, Bankers, Oonda and Bahraich, evidence of, lQ9--rl38. 

Dubga Sah, Mohan Lal Sah, Messes., Bankers, Ranikhet , Almora and Naini TaL evidence 
of, 109—138. 

Dwabwa'Stngh, Kuae, of Bargawan, district Sitapnr, evidence of, 410-411. 


ENOOUBAOBaiBNT OP SAVING AND INVESTMENT HABIT, evidence regarding, 2-3, 10-1 1 27-28 
4ff,67,fe5,90— 92,127— 129,143, 166— 168. 168.199, 198-196, 203-204, 207. 2^-254’ 
.892—294, 303, 323-324, 330, 347-348, 356-357, 368-369, 385-386, 401-402. 416-416 
422-423, 426, 432, 430-440, 525, 642, 549, 663. ’ 


ExoHASOBANDMONisYMABKBT.evidencerf carding, 2, 9, 27, 46, 66, 76. 83-84. 121. 141 
171-172, 194,201, 320, 384, 400-401, 4ll-43i. • » . 

ExObakok BAKXS, views on, (7’andon), 491. 

Fazl-ob-Kabman Qidwai, Sbbikh, b.a., Ba.rarBftn](i,eTidence of, 626—630. 

Qaxa Pbasad Shambhoo JIatb, SfESSBs., Dealers in old coins, Chauk, Lucknow, evidmoe 
of, 76 — 77. 


GibwabdhabiLall, Lala, Secretary, Glass and Bangles Industrial Association Firon* 
abad, evidence of, 64 — 64. ’ 

Glass and Bangles industby of Firozabad, memorandum on (Girwardhari Lall^ 

See also evidence of Lala Girwardhari Lall. * 


€N:>palDas {^abma^ R atBahadue Pai^it, 
District fib-operative Bant, Ltd,, Orai, 


B.A., LL*B., Advpcate axid Vice-Chairman, 
evidence of, 326^36. ' 


Sahib Babu, of Messrs, Laia Durg-a Bishen Lai Sah, Bankers, Gonda and 
Bihraioh, oral evidence of, 132—138. 


GovInd Lal, ChatjdUbi, Banker, Mirzapur, evidence of, 170-171. 
Habit— 


Cheque. <8ee Cheque habit. 

? Investment. See- Investment habit and attraction of capital. 

. Saving, Encouragement of saving, and investment habit, 

Habo^aban Das, Lala, Honorary Magistrate and Chairman, Municipal Board, Hathras 
evidence, of, 1 — 3* * 

HabzKI^n Pbmad, to., n.A., President, Board of Directors, Sat NaiamBank Jale^r 
evidenoeroi,H5--7<lQ9. . * 

to® toB4^ H Secretary, Government Treasut^rs* lysBociaHon 

evidence af« lo0--164. 



( iv ) 

Hi»Di.Y Naraik Saklani.Paitdit, Zamindar, Banker and Managing Director, 
Co-operative Bank, Dehra Dnn, evidence of, 208 — 210. r 

Imperial Bai^k of India — 

Effect of opening new branches of, evidence regarding, 11, 86, 130-181, 169, 206, 324- 
325, 348, 362, 386-387, 402, 416, 424, 435, 560. 

Secretary and Treasurer, Calcutta, evidence of, 80 — 86. 

Views on, (Tandon)^ 490. 

Indebtedness, agricultural, extent and nature of. <Sfcc Agricultural indebtedness. 

I NDIGENODS . BANKERS — 

Advances hj^ evidence regarding, 2, 9, 44, 66, 75-76, 83, 90, 120-121, 141, 164, 
171,186-187, 194, 201, 252, 291, 320, 361, 384, 400, 431, 469, 608, 647-648. 

Consolidation of, evidence regarding, 9, 27, 46, 76-77, 84-86, 91, 126—127, 142, 166- 
156, 173, 188-189, 195, 202-203, 253, 291-292, 321-322, 361 , 385, 432, 548. 

Co-ordinationbetween,evidonceregardir4g, 9, 45-46, 76, 84, 90,124-126, 142, 165, 187- 
188, 195, 202, 252, 321, 384-385, 470, 548. 

Memorandum on, (Nash), 96-97. 

, (Tandon), 493-494. 

Raising of funds by, evidence regarding, 1, 8,44,56-56,76,83, 89-90, 118 — 120,141, 
154, 170,172,186,194,200-201,262, 319, 361. 384, 399-400, 422, 431, 468-460, 
508,547. 

Indigenoi^s banking — 

Dcioots of, evidence regarding, 9, 45, 56-57, 76, 84, 90, 122 — 124, 142, 166, 171, 173, 
187, 195, 201-202, 252, 291, 320-321, 422, 432, 469-4';0, 648. 

Evidence regarding, 1—3, 8—10. 27, 42—46, 55—67, 75—77, 83—85, 88-91,99-100, 
118—127, 140—142, 163—156, 170—173, 184—189, 194-196, 2C0— 2C3. 261— 263, 
290—202,318—322,330, 361, .383— 385, 394, 399—401 , 406-4C6, 421-422,426,431- 
432, 435, 437, 466—470, 507-608, 538, 547-548. 

Khurja, district Bulandshahr, conditions in, (Shham Lai Gcvil)^ 4g8-4E9. 

Organisation of, evidence regarding, 1, 8, 27, 42—44,55, 76, 83, 88-89, 118, 140-141, 
153-154,170,172,184— 186, 194,200,251-262,290-291,318-319, 361, 383-384, 394, 
399, 405-406, 421-422, 431, 437, 466— 468, 507, 547. 

Indrajit Pratap Bahadur Sahi, Raja, M.L.O., o£ Tamkohi, district Gorakhpur, evidence 
of, 388-389. 

Industries — 

Glass and bangles, of Firozabad, memorandum on, {Oirwardhari Lull), 68-59. 

Poultry {Anselljt 37 — 39. 

Small, allied to agriculture, evidence regarding, 7, 26, 31, 37 — 41, 64, 162, 168, 184, 
193,226,250,290,316,343,352,360,371,382-383,415,420-421,436 .437, 612, 630, 
53G, 546. 

Smallurban, evidence regarding, 7, 26-27, 41, 64, 152, 168, 193, 260-261,290, 302-303, 
316-317,343,347,352*353,360-361,383,406,415,421,431,607, 612-613, 638, 646. 
647, 

Interest, charged from depositors, rates of, memorandum regarding,’ {Skyam Behari 
Mtsra), 220, 

Internal remittance and negotiable instruments, evidence regarding. 8, 41-42, 66 — 

67,81-82,87-88,115—118,140,152-153,161,193, 199-200, 261, 317-318, 361, 383, 
393-394,431, 507, 513. 

Investment habit and attraction of capital, evidence regarding, 2-3, 10-11, 27-28, 46- 
47, 57,85-86,91-92, 127—131,143-144, 166—169,168-1(9, 196-196, 2C3— 2C6, 207, 
253—255, 292-294, 3C3, 323—325, 330, 347-348, 366-857, 362, 368-369, 386—887 
401-402,415-416, 422—424, 426, 432-433 , 436,439-446,526, 638,642-643, 649-560, 663 

laKWAR Sahai, Rai Bahadur Babu, Chairman*, District Co-operative, Bank, Ltd,, Fateb^ 
pur, evidence of, 243—258, 
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QotAhf Lala, Vakil and Honorary Magistrate, Budann, evidence of ,”617— 528. 

Jalipa Btxx, Babtt, Rais, Landowner and Sugarcane farmer, Pidarwah, Skahabad, district 
Hardoi, evidence of, 390-391. 

Jamnipue, village, tables showing indebtedness in, 466. 

JawahlIB Lal Sikha, Rai BAttADUR Babxt, Landlord and Managing Director, District Co- 
operative Bank, Ghazipur, evidence of, 229 — 242. 

JoiNT-STOOK batstks, note on, (Tandon), 491 — 493. 

KjtfABAGJiTMiSBA, Rai Baeadub Pandit, M.A., ll.b. , M.L.o. , Advocate and Honorary Mag- 
istrate and As istant Collector, Mainpuri, evidence of, 434-436. 

KhxjbJA, district Bulandshahr, indigenous banking in, 488-489. 

Lae GirJbsh Bahadtjb Pal, Babtj, Zamindar and Honorary Magistrate, Banpur, district 
Basti, evidence of, 426-426, 

Labd mobtoage banks — 

Evidence regarding, 6, 21-22, 26-26, 31, 98-99, 107-108, 112—116, 139-140, 150-162, 
160-161, 166—168, 183-184, 192, 198-199, 211—213, 233—236,248-249, 268, 274— 
276, 288-289, 301-302, 313—316, 330, 341-342, 355-366, 369-360, 367-368, 381-382^ 
405, 414-415, 419-420, 430, 435—437, 439, 468, 611-612, 618-519, 628-629, 639-540, 

646-646,656. 

Scheme for, (Baiterji), 284-285. 

Law inraspsot of recovery of debt, defects in, evidence regarding, 142, 166, 203, 292, 426. 

Licensed warehottses, evidence regarding desirability of establishing. evidence re- 
garding agricultural borrowing for purposes of marketing. 

Local trader or Gorakhpur, Memorandum on trade with Nepal, 78-79. 

Madan Mohan Lal, Rai Sahib Babu, Vakil, Budaun, evidence of, 372 — 379. 

Mab:b3Hwab Baksh Since, Thakub, Kavyatirtha, Zamindar and Honorary Magistrate, 
Bartal estate, district Sltapur, evidence of, 412 — 416. 

Manager, Azeatgarh Estate, district Azamgarh, evidence of, 428 — 433. 

Manager, Co-opbrativb Bank, Banda, evidence of, 261-262. 

Manager, Co-operative Bank, Mahoba, evidence, of, 263—266. 

Managing Director, Oo-opbrativb Bank, Moradabad, evidence of, 309. 

Manohar Lal, Lala, Rais and Honorary Magistrate, Sr inagar, district Garhwal, evidence 
of, 408-409. 

Market, Exchange and money. See Exchange and Money Market. 

Marketing, agricultural borrowing for purposes of. See under Agricultural borrowing. 
Mathura Prasad, Babu, Honorary Magistrate and Assistant Collector, Sasni, (Ustrict 
Aligarh, evidence of, 370-371. 

Memoranda — 

Agricultural credit and co-operative banks (Thompson), 448-444. 

Agricultural credit and credit activities, (Madan Mohan Lal), 372. 

Agricultural credit, indigenous bankers and banks, (Tandon), 490 — 496. 

Glass and bangles’ industry of i irozabad, (Oirwardhari Lalt), 68-60. 

Indigenous bankers, (Nash), 96-97. 

Need for legislation, (Tej Bahadur Sapru), 614-— 616. 

Need for provincial co-operative bank, (MuJeerjee), 497 — 606. 

Rates of interest charged from depositors, (Shyam Behari Misra), 220. 

Trade with Nepal, (Local trader of Gorakhpur), 78-79. 

Mohan Lal Bulohand, Mr., General Manager, Benares Bank, Ltd., Benares, evidence of, 
98 — 106. 

Money and exchange market, evidence regarding. 6fee Exchange and money market. 

Moneylenders, ExtractfPomreport by Arno Sohmidt, Secretary, International Federa* 
tion, Manoheslcr, regarding, 48, 



M0BTGA4IK BAITKS. 3m tiAttd izi<»btgigo 

Mir£ABJSjB» M&.f B fjb.s.^ Beaderljl IB^oaKGni^a of 

Lucknow — Memorandum regarding need for a proviUloidl oa^o|»eratiTe b<»lik» 

Nab AIN Da3, Lala, Baisand Magistraite^:Srinagi^>.di8trM€}arkwai>e;¥idemceof» 

407, 

Nabbnoba Sinqh, Thakub, Honorarj^ Maglstitarte^ Tikatiiar, distriet e\ddenoe of, 
397-398. 

llAaB/ll£]i,,.J. A., Agent^Ioiferial BaAk of ifndia, ^Bakabad<»^M)eHforandiw^«7dk3gd^ 
genoua bankers, 96-97. 

National sayings MOvsMdtiNT, Evidence regarding. iSse.OYideffieeregkrdiiigemeduragemedt 
of saving and InYestment habit. 

Navin Chandba, Babtj, of Farrukhabad, evidence of, 55)7-558. 

Nbgotiablb instbxtmbnts. See Internal remittance and negotiable instruments. 

Nbpal, trade with, memoramdian regarding, {litocal ttader of Gorakhpur), 78-79. 

Nuttal, Mb., E. A., Agent, Imperial Bank of India,tGa#npdte, evidence of, 87-*-»96. 

Oral bvioeinob — 

Anand Swamp, Rai Sahib Lala, Rais and Honorary Magistrate, Muza fferrcgor, 363-— 
365. 

Banerji, Mr,, A. K., Vakil and Biroctor,District Co-operatite Bank, Ltd., MMapur, 
278—283. 

BehariLal Sah , Mr . , of Messrs . X>urga Bah , Mohan La ISab , Bankers^^nikhe t , Almora 
and Naini Tal, 132—138. 

BliatnaLar,Mr. B. 0., m.a., Lecturer in Rural Economics, tJiiivcrsity of Allahabad, 
471—478. 

Brijnandan Lai, Mr,, B >r-»t-Law, Honorary Managing Director, Distriet Qo-Opet^ti^e 
Bank, Farrukhabad, 23.7 — 242 . 

Buddhi FrakaSb Jain, Mr., Village Service League, University of Allahabad, 4^2— 
487. 

Daya Shankar Dubey, Mr.,. B,A.,,LL.B.,Lecturerin Economicfi,University of Allahabad, 
459—464. 

Ganga Prasad Jain, of the Glass and Bangles’ Industrial Association, FirozaBad, 69 
—64. 

( irwardhari Lall, Lala, Secretary, Glass and BanglesMndustrial Aesociaticp.Firoz- 
abad, 60—64. 

Gopal Das Sharma, Rai Bahadur Pandit, b.a., ll.b., Advooateand Vice*Chainnan^ 
District Co-operative Bank, Ltd., Orai, 331 — 335. 

Gopal Lai, RaiBahib Babu, of Messrs. Lala Durga Bishen Lai Sah, Bankers, Qonda 
and Ba^aich, 132 — 138. 

HarNirain Kapoor, Mr., Honorary Secretary, Government Treasurers’ Association, 
162—^164. 

Ishwar Sahai, Rai Bahadur Babu, Chairman, Co-operhtive Bank, Fatehpur, 257- 
258. 

Jai Gopal, Lala, Vakil and Honorary Magistrate, Budaun, 520 — 623. 

Jawahir Lai Sinlm, Rai Bahadur Babu, Managing Director, District Co-operative 
Bank, Ghazipur, 237—^242. 

Madaa Mohan Lai, Rar Sahib Babu, Vakil, Budaun, 373 — 379. 

Mohan Lai Bulchatid, Mr., General Manager, Benares Bank, Ltd., 101—105. 

Parshotamdas Singhania, Babu, of Messrs. Seth Amritlal Gulzarilal, Firozabad, 68 
—74. 

Phul Ohand Jain, Lala, of the firm of Lala Parshotamdes,Barraf, AliAhahad,174i— 177* 

Shyam B^hariMisra, Rai Bahadur Pandit, m,a.. Retired Deputy Commissioner and 
Dewan, Orchha State, Tikamgarh, 216—219. 

Thompson, Mr. C. D., Professor of Economies, University of Allahabad, 445— 
455. 

Pabumma Din, Mhhar}an> Sarei^ Bareli, evideReo of, 296-2417. 

RabunsublDayal, BABu,<Manager,^ Ohandapur Bareli, evidence oL 

441-442. 



( vii ) 

DlrefffeOT, DiafiJfict liMili^ 

Ltd.^Fyzabad, evidence of, 336 — 343. 

P4lb|aoxicxnAe 8ii7<(^]fiA, BabsF, of Mesa«s. Both Axxuritlal 0id»axi]«l, PorojKidiad^ die ^ 
triot Agra, evidence of, 66 — 74. 

PATiCAK Hab Sahai, Rai Sahib Babu, Chairman, Mnnieipal Board, £tavi[ab, e^tidwaae 
of, 23—28. 

FBpi<Ci£Aii(D Jaib, Lala, of the ^tm of Lala Parshotamdas, SarVaf, ABahabad, evi- 
dence df, 172-^177. 

PiABairXtfAL, Lala, Chairman, Municipal Board, Atrauli, district Aligarh, evidence of, 

iSrJia. 

PoTTLTRV-?A»Jiil[d iNoxiSTBY, evidence regarding condition and nceda of {An0^t 
37—39. 

* 

pBBih NAlfcAlTAK, Babtt, Special Manager, Court of Wards, Btawah — Report of enquiry 
in villages Sarai Bhopat and Zainpur Nagar, district Etawah, 304—306. 

pBonuorioir, agricultural borrowing for purposes of. 8ee under Agricultural borj 
rowihg. 

QxnssTiONNAiEE, vii— xxxvii 

Ragecobaj Singh, Raja, o.b.b., of Mankapur, district Gonda, evidence of, 427. 

Raohubib Singh, TbCahite, Honorary Magistrate and Assietant Collector, Melfibet^ 
District Board aaid Director, Diatriot Bank, Aligarh, evidence of* 260^260. 

Raghubib Pbasad, Mb., B. A., LL.B., Managing Director, Co-operative Town Baoik, Sul- 
tanpur, evidence of, 286 — 294. 

Raghunath Singh, Rai Bahadue Thakub, b.a., Chairman* District Board, para 
Banki, 14—17. 

Rajnatk Kunzrxt, Pandit, Director, Co-operative Bank, Agra, evidence of, 310—325*. 

Ram Prasad Kakkar, Mb., Gtoverninent Treasurer, Patehpur, evidence of, 166 — 169, 

Rboovuey of DBBt, dofccts in law regarding. See Law. 

Remittance, tntarnal. See Internal remittance and negotiable instruments. 

Sahu Jaomandar Das, Rai Bahadur, Banker, Chairman, District Board, and Manag- 
ing Dii:ector, District Oj-operafcive Bank, JSTajibabad, district Bijnof, evidence of, 
4— li. 

Sajjan Singh, Runwar, Rais, Goberdhan, district Muttra, Eyidenco of, 382— SH* 

SabaiBRopaTv village, district Etawah, report of enquiry in {Ghifdtnji LtA mid Prem 
Narayan), 304 — 306. 

Sabdab Husain, Mb., m.b.a.o., Bar-at-Law, Bara Rankij, evidence of, 524-^26. 

Savings habit. See Investment habit and attraction of capital. 

Scripts, vernacular, use of, in banking, evidence regarding, 3, 11, 28. 86, 92, 130,, ^4^, 169* 
204, 294, 324, 348, 357, 362, 369, 3B6, 402, 4l6, 424, 433, 435, 643, 660. 

SndBBTABY AND TREASURER, IMPERIAL Bankgf India, CALCUTTA, evidence of , 80—86. 

Shbo Prasad, Rai Bahadur Lala, m.b.e., of Bareilly, evidence of, S64 — 666. 

ShiamLalGovil, Mb., Student, University of Allahabad— Extract from paper on indi- 
genous banking in Khurja, 488-489. 

Shiva Nabain Lal Agabwal, Mb,, Advocate, Hamirpur, evidence of, 644 — 660, 

Shyam Bbhabi Misra, Rai Bahadur Pandit, m.a,. Retired Deputy Commissioner and 
Dewan, Orchha State, Tikamgarh,— 

Evidence of, 211 — 220, 

Memorandum regarding rates of interest charged from depositors, 220. 

Shyam Sunder Lal, Babu, Vice-Chairman, District Co-operative Bank, Mainpui^^ 
evidence of, 266— 268. 

Sbi Pal Singh, Thakub, Zamindar of Jargawan, Misrikh, district Sitapur, evidencf of, 
417-424. 



( viii ) 

StrDBBSRA.K L4 l» Rai Sabxb CRaubby, Chairman, Municipal Boftrd, Firozabad* district 
Agra, evidence of , 29 — 31. 

SiTLTAB Singh, Kunwar, Honorary Magistrate, Lakhnau, district Aligarh, evidence of, 
349—353. 

Shfblbmbntary written evidence — 

Nuttal, Mr., E. A., Agent, Imperial Bank of India, Cawnpore, 93 — 96. 

Upper India Chamber of Commerce, Cawnpore, 49 — 63. 

Tandon, Mr., L. C. , m.a.. Professor of Economics, Sanatan Bharma College of Commeroe, 
Cawnpore — ^Memorandum, 490 — 496. 

Tara Batt Qairola, Rai Bahadur Pandit, m.a., Vakil, Pauri, evidence of, 684 — 636. 

TEJ Bahadur Sapeu, Br. Sir, k.o.s.i,, ll.d., Advocate, High Court, Allahabad — 
Memorandum, 614 — 616. 

Thakur B4.S, Lala, b.a,, Zamindar, Banker and Managing Birector .^Biatrict Co«operatire 
Bank, Behra Bun, evidence of, 208 — 210. 

Thakur Bas Sah, LiLA, Honorary Assistant Collector, Almora, evidence of, 380 — 387. 

Thompson, Mr., C. B., m.a., Professor of Economics, University of Allahabad — ^Memo 
randum on agricultural credit and co-operative banks, 443-444. 

Oral evidence, 445 — 456. 

Trade, Nepal, msmorandum regarding (Local trader of Oorakhpur)^ 78-79. 

Trader op Gorakhpur, memorandum regarding trade with Nepal, 78-79. 

Unao Commercial Bank, Ltd., Unao, evidence of, 106 — 108. 

Unao Town Bank, Ltd., Unao, evidence of, 346 — 348. 

Upper India Chamber op Commerce, Cawnpore, evidence of. 40 — 63. 

Urban industries. Small. See under Industries. 

Vernacular scripts, use of, in banking. Sec Scripts. 

Viob-Pbinoipal, Christian College, Lucknow, evidence of, 6C6— 608. 

Villages, reports of enquiries in — 

Akbarpur, district Etawah (ChiranftLal)^ 307-308. 

Bhopat Patti, district Farrukhabad (Brijnandan Lal),22Z — 226. 

Burhnamau, district Farrukhabad (Brijnandan Lai), 221 — 223, 225 228. 

Jamnipur, district Allahabad (Day a Shankar Dubey), 466. 

Sarai Bhopat, district Etawah (Chiranji Lai and Prem Narayan), 304 — 306. 

Zainpur Nagar, district Etawah (Chiranji Lai and Prem Narayan), 304 306. 

Village Panohayats, evidence of — 

Babai, district Rae Bareli, 34. 

Kllauli and Sultanpur, district Rae Bareli, 35-36. 

Lalganj Bazar, district Rae Bareli, 32-33. 

Wajid Ali, Mr., Advocate, Rae Bareli, evidence of, 641 — 643. 

Zainpur Nagar, village, district Etawah, report of enquiry in (Chiranji Lai and Prem 
Narayan)^ 304 — 306. 












